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THE FREE COINAGE OF SILVER. 


If there could properly be said to be a Silver Party in the 
United States, it might be added that this party consist of three 
clearly distinct classes. 

First, we have almost en masse the inhabitants of the silver- 
producing States. These citizens have what is called a particular 
interest as distinguished from a participation in the general 
interest. The rehabilitation of silver as a money metal, in the 
position it occupied down to 1873, would, to these people, mean 
ahigher price for the product of their community or section, 
perhaps of their own individual properties. This is what makes 
them “Silver men.” It would at first seem that this party could 
not be very influential, being so few in number. Mr. Atkinson 
has said that the silver product of the United States is of less 
value than the hen-crop. I have not verified this computation ; 
but the statement has a not unreasonable sound. The silver- 
mining industry is, at the best, not one of the larger, but one of 
the smaller, industries of the country. There are scores which 
exceed it in pecuniary importance ; some which exceed it in value 
of product, two, three or five to one. Yet, few as the class of 
persons under discussion are in numbers, they have, for many 
years, exerted a very powerful influence, and this for several 
reasons. 

First, because they are so directly and largely concerned 


as to make their interest intense and to render them highly 
VoL. 1, No. 2. 
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active and aggressive in promoting the objects they seek, even 
to the subordination of ordinary party obligations. 

Secondly, because this industry is so far localized and con- 
centrated as to give it complete and sole control of a certain 
definite section, which is ready to go one way or to go the other, 
as this object may require. In the closely controlled politics of 
the past sixteen years, any interest which could command a few 
members of Congress, or deliver a few votes in the Electoral 
College, could exert a great influence, often to the extent of 
compelling both parties to bid against each other for its support. 

Thirdly, because, under the system of equal representation 
in the Senate, the silver- producing States, some of them mere 
mining camps, are able to cast as many votes in that branch of 
Congress as twenty, forty or sixty times their numbers in States 
like Illinois and Ohio, Pennsylvania and New York. The recent 
admission of eight new States has greatly increased the power 
of this faction in the Senate. 

Fourthly, because of certain peculiar romantic, sentimental or 
otherwise irrational, ideas popularly connected with the pro- 
duction of the precious metals. Had the particular or selfish 
interest of the communities in question been petroleum or lime, 
any extravagant demands made by them, on its behalf, would 
have been far more easily denied and repulsed by the general 
voice of the nation. But gold and silver have had a 
curious fascination for the men of all ages and countries ; and to 
thousands of Americans, neither personally interested in silver 
production nor inclined toward hard money, an appeal in favor of 
silver mining has a sort of patriotic sound. It is not so easy to 
hold up to ridicule and contempt a really selfish appeal made in 
this name as it would be in the case of coal or iron. Against 
such a shield of prejudice the point of argument is already half 
blunted before it strikes. 

It is not an uninteresting feature of the party we are describing 
that some of its members are not, in their general way of think- 
ing, inflationists or cheap money men. Take Senator John P. 
Jones, of Nevada, for example. Unless reports highly credible 
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in themselves and well corroborated evidence are at fault, it was 
to him the nation was chiefly indebted.for the veto of the green- 
back inflation bill of 1874. It is, I think, generally believed that 
it was Senator Jones’s arguments and appeals which caused Pres- 
ident Grant to retract his purpose of allowing that bill to become 
a law; and it is further generally believed that it was Senator 
Jones himself who wrote the substantial portions of the vigorous 
and telling message in which the President vetoed that measure, 
and sounded the first notes of the brilliant contest for sound 
money which, within two years, resulted in the complete over- 
throw of “‘the Ohio idea” in national politics. 

Another illustration in point is furnished by the attitude of 
the State of California on the silver question. During the war 
of secession, California held out for gold against the greenback 
legislation of Congress; declared for sound money on the Pacific 
Coast; and by acts savoring not a little of nullification, with a 
judicious admixture of mob law, prevented the circulation of 
irredeemable paper money within its own borders. Yet Cali- 
fornia is now supposed to be solid for the free coinage of silver. 
The reason is not far to seek: the silver mines of the Northern 
Cordilleras being largely owned in San Francisco. 

The second element of the silver party of to-day is made up 
of those who, without any particular interest in the production of 
that metal, are yet, in their general economic views, in favor of 
cuper-abundant and cheap money. Among the leaders of this 
element are found the very men who, between 1868 and 1876, 
were foremost in advocating the greenback heresy. Beaten on 
the issue of greenback inflation, they have taken up the issue 
of silver inflation. They have adopted the cause of silver, not 
because silver is more valuable than paper (which they prefer), 
but because it is, and especially because it promises still further 
to become, cheaper than gold at the legal ratio. They are for 
silver because, in their view, it is the next best thing (by which 
they mean, the next worst thing) to greenbacks. The idea of 
making seventy cents’ worth of metal into a dollar attracts 
them; but the intensity of their zeal is only accounted for by 
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the hope that the amount of silver going to a dollar will soon be 
only forty cents. Such a prospect is truly alluring to the 
genuine inflationist. 

The inflationist, like the poor, we have always with us. Polit- 
ical education, the growth of sound economic ideas, the estab- 
lishment of manufactures, trade and banking will do much to 
diminish the number of the members of this class; but humanity 
will have to pass through many more stages of refinement and 
elevation before that element will be entirely eliminated. The 
instinct of spoliation and confiscation, the passion for making 
something out of nothing and much out of little, the desire to 
pay debts in depreciated money, are too deeply implanted in 
poor, fallen human nature to give way altogether, either to 
ethical instruction or to demonstrating that, in the long run, 
honesty is the best policy. There are thousands and tens of 
thousands in Massachusetts to-day, who, if removed west of the 
Mississippi, or only even beyond the Alleghenies, would be 
rampant inflationists, but are here overawed by the dominant 
sentiment of the community, or are silent because they see no 
chance to act with effect in such a hopeless minority. 

Those who constitute the element now under consideration 
are not bimetallists. Bimetallism will rob the free coinage 
of silver of half its charms for them. What they want is silver 
“inflation.” It is from this source, and not from the silver- 
producing States, that the greatest danger to the integrity of 
our national currency has arisen. That danger is to be met by 
defiance and uncompromising resistance. It is to be met, not as 
it was in 1890, but as it was in 1891 and 1892. It should be 
fought from the start, on the line; fought tooth and nail; fought 
to the death. Thus encountered, the instincts of spoliation and 
confiscation, which every now and then spring into activity and 
clamor for inflation, are not greatly to be dreaded. The lesson 
of the greenback fight should never be lost to the instructors of 
youth or to the statesmen of America. The moral obliquity, 
the economic folly, which underlie every popular demand for 
bad money, are fatal to its advocates before the people, whether 
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on the stump or in the press. The only way to make inflation- 
ism truly dangerous is to be afraid of it. Once the calm, 
unfaltering eye of courageous reason is fixed on the savage 
thing that would rend the nation, it shrinks back, o’ermastered, 
to its lair. I, for one, have so much confidence in the American 
people, when an issue is fairly made before them, that I should 
never doubt the result of a contest in which the friends of 
honest money knew the power of their case, and met every 
proposition hostile to the nation’s honor with flat denial and out- 
right defiance. The only danger lies in compromises and con- 
cessions like that of 1890. ‘ 

The third element in the Silver Party of the United States is 
one that has little in common with those which have been 
described, except by the accident of the situation. It com- 
prises the convinced bimetallists of the country; men who 
believe with Alexander Hamilton* and the founders of the 
republic that it is best to base the circulation upon both the 
precious metals. These men are bimetallists, because they 
believe that that system will at once avoid the evils of a restricted 
money supply, secure an approximate par of exchange between 
gold countries and silver countries, and promote stability of 
value in the money of the commercial world. They are not 
inflationists, although, in accordance with their general views 
regarding the importance of the status and the evils of disturb- 
ing the existing structure of industrial society, they strongly 
deprecate contraction.” 

Such are the elements which compose what I have ventured 
to call the silver party, though there has never been, in truth, 


*“Upon the whole it seems to be most advisable not to attach the unit exclusively 
to either of the metals ; because this cannot be done effectually without destroying the 
office and character of one of them as money, and reducing it to the situation of a 
mere merchandise. . . . To annul the use of either of the metals as money is to 
abridge the quantity of the circulating medium, and is liable to all the objections 
which arise from a comparison of the benefits of a full with the evils of a scanty 
circulation.”—Report on the Mint. 


?On this point I cannot but hold the position of the leading gold monometallists 
of the United States to be blameworthy almost to the point of dishonesty. 
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any organized party which brought the three classes together. 
As yet no issue has arisen which has put all these people upon 
one side. On the harmless question of authorizing the appoint- 
ment of commissioners to an international conference in the 
interest of bimetallism, both houses of Congress have more 
than once been practically unanimous; but it would be idle to 
found much in the way of conjecture upon such a basis of fact, 
On the question of the free coinage of silver, bimetallists have 
been arrayed against each other; some sincere, disinterested 
and not altogether unintelligent bimetallists favoring that 
measure,’ while a far greater number of this class have opposed 
free coinage as eagerly as a gold monometiallist possibly could. 

It is those who advocate free coinage, whether from a partic- 
ular interest, or as inflationists seeking cheap and bad money, 
or as bimetallists, believing that free coinage in the United 
States would, of itself, or by its influence upon the halting states 
of Europe, bring about a return to an approximate par of exchange 
between the two metals, of whom we are now to speak. 

The free coinage party, with us, derive a certain degree of 
strength beyond that proper to their own numbers and character, 
from the fact of having a grievance. Now, a grievance may 
make a comparatively helpless man for the time quite formida- 
ble ; and a grievanc: the silver people, in the restricted sense in 
which we now use that term, think they have. A grievance they 
certainly have, though by no means as great as they regard it, 
since the element of intentional wrong is absent from it. 
That grievance arose inthis way. In 1873, nearly coincidentally 
with the demonetization of silver by Germany, Congress revised 
the coinage laws of the United States, making many changes, 
great or small, and reducing the whole body to a compact and 
systematic form. In the course of this the silver dollar of 412% 

*To illustrate, I believe that Gen. A. J. Warner, of Ohio, who has been very 
prominent in the Free Coinage propaganda, is as truly and sincerely an international 
bimetallist as I am. I think he appreciates the proper bimetallic argument, and 
that he would deprecate inflation or a depreciated silver currency as much as any one. 


It is a belief in the competency of the United States to establish free silver coinage 
by its own strength which puts him on that side. 
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grains, “the dollar of our fathers,” was dropped out; and the 
United States became, in law, a gold monometallic nation. 
This constitutes the grievance of the silver people. They 
have not ceased to declare ever since this fact was discovered 
(as it for some time was not), that the result was accomplished 
by a trick, originating in a conspiracy of “gold-bugs” and New 
York bankers. On this subject the average free-silver advocate 
will listen to no explanation or excuse. He will have it that the 
monetary system of the United States, which had been estab- 
lished by Washington, Jefferson and Hamilton, was overthrown 
by a combination of rascally contrivance and rascally con- 
nivance. 

Now, as one who has read a good deal from both sides on 
this subject, I do not believe that any fraud was committed or 
intended, in making so important a change in the unnoticed 
way in which it occurred. The country had been for a long 
time in a state of “suspension,” paper money being at a con- 
siderable discount, neither gold nor silver, in fact, circulating as 
money. Our public men had had almost no training in econom- 
ics or finance. Very few people knew what the monetary sys- 
tem of the country was by law. Fewer still could have given 
an intelligible account of the French bimetallic scheme. The 
output of the Nevada mines had, indeed, become very large, but 
little public attention had yet been given to the matter ; none 
at all to it as affecting the money of the United States. The 
International Conference of 1867 had, with practical unanimity, 
recommended the single standard of gold ; Germany had just fol- 
lowed this recommendation by demonetizing her silver circulation. 
The consequence of these acts had, in 1873, hardly been appre- 
hended even by those nearest to the centres of financial opera- 
tions ; the general public mind had not had its attention at all 
called to the subject. The mighty protest which was to arise 
and to be repeated from land to land, through a score of years, 
against the repudiation of silver, had not been intimated at this 
time. Some committee man, or,some few committee men, ran 
the pen through the silver dollar ; and the thing was done. Few 





170 JOURNAL OF POLITICAL ECONOMY. 


Congressmen outside of the committee knew that any vital 
change was impending. The measure passed through the usual 
course ; the bill was duly “ read” the regular number of times ; 
and, without a debate and even without the attention of mem- 
bers generally being called to this feature, the demonetization of 
silver was effected. 

But, while I am thus disposed to discredit the allegation of 
fraud and of sinister motive, so bitterly urged by the silver 
men, it not the less seems to me that they have a grievance. No 
man in a position of trust has a right to allow a measure of such 
importance to pass without calling attention sharply to it, and 
making sure that its bearings were fully comprehended. And 
no man who did not know that the demonetization of silver by the 
United States was a measure of transcendant importance, had 
any right to be on such a committee or to put his hand to a bill 
which touched the coinage of a great country. Everyone knows 
that but few members upon the floor of Congress read the text 
of one in twenty of the bills they have to pass upon; and it is 
the duty of the committees dealing with any class of subjects to 
see to it that every proposed change is fully explained and that 
the attention of the House and of the country is fairly called to 
it. They are not discharged of their obligations simply by giv- 
ing members an opportunity to find it out for themselves. 

If this be a requirement of ordinary political honesty, much 
more is it the dictate of political prudence. An important change 
in the money or in the industrial system of a nation, if effected 
without full and free andthorough discussion, even though nosur- 
prise or concealment be used, is almost certain to be subse- 
quently challenged. “Things,” says Bacon, “will have their 
first or second agitation: if they be not tossed upon the waves of 
counsel, they will be tossed upon the waves of fortune, and be 
full of inconstancy, doing and undoing, like the reeling of a 
drunken man.” The unwisdom of a few people assuming to be 
wise for the whole of a great people, was never more conspicu- 
ously shown than in the demonetization of the silver dollar. 

So completely without observation was this measure passed, 
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that it was not for a year or two that the fact of demonetization 
was popularly known. Then’ indeed, public interest in the sub- 
ject became aroused. France and her allies of the Latin Union 
continued and strengthened their measures of restriction, made 
necessary by the hostile course of Germany ; certain industrial 
and commercial evils began to be widely experienced, which 
was popularly attributed to the closing of the French mints ; 
a commission was constituted in England to enquire into the 
causes of the depression of trade and production ; and the inves- 
tigations of that commission still further increased the general 
interest in the subject. The price of silver, which had started 
out of line on the first announcement of the purposes of the 
German government, began to tumble rapidly as those purposes 
were accomplished, and as the French demand for coinage was 
more and more checked. The mean annual rate of exchange 
by weight, of silver, had been* 15% to one ounce of gold. 
In 1873, the silver price of gold fell to 15.92; in 1874, to 
16.17; in 1875, to 16.58 ; in 1876, to 17.84, while in July of the 
latter year it fell to 20.17. 


It is small matter for wonder that a course of things like 
this should have attracted attention very sharply to the Ameri- 
can demonetization of silver in 1873 (which had, however, no 
part in the fall of silver), and should have led to an urgent 
demand for the restoration of silver to its traditional position. 
Bills to that effect were introduced into Congress in 1876, but it 


'The writer was in 1873 Professor of Political Economy at Yale, and was actually 
engaged in lecturing upon the topic of money. He was, also, a pretty good newspaper 
reader, and by the accidents of position and personal acquaintance, was fairly well in 
touch with the men of commerce and banking in the neighboring city of New York. 
Yet it was long after the passage of the act of 1873 that he first learned of the demon- 
etization of the silver dollar. 


*Pixley & Abell’s tables. 
15.57 Oz. 
15.59 oz. 
15.60 oz. 
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was not until the session of 1877 - 8 that the conservative Senate 
had been so far influenced by the state of public feeling as to 
allow a measure of this character to pass. A bill, providing not 
only for the remonetization of the silver dollar, but for the free— 
i. ¢., unlimited — coinage Of the same, passed the House, under the 
leadership of Mr. Bland, of Missouri, by the vote of 163 to 34. 
In the Senate, the free coinage provision was stricken out; but 
the silver dollar, when coined, was definitely restored to its 
debt - paying power. Moreover, it was provided that these dol- 
lars should actually be coined, though in limited quantity. Two 
million dollars’ worth of silver bullion as a minimum, four mil- 
lion dollars’ worth as a maximum, were to be purchased by the 
Secretary of the Treasury and coined into dollars of 412% 
grains. In addition to these important provisions, the bill, as 
amended in the Senate, under the leadership of Mr. Allison, 
authorized the President to take the initiative in the calling of 
an International Monetary Conference, with aviewto securing the 
coéperation of European nations in measures which should allow 
of the free coinage of silver. The bill, thus constituted and pop- 
ularly known as the Bland Bill, though more correctly described 
as the Allison Bill, passed the Senate 48 to 21. It was vetoed 
by President Hayes, but was promptly passed over the veto by 
more than the requisite two - thirds vote in both houses. 

Now, of this bill it is to be said, from the point of view of a bi- 
metallist, that the provision restoring the silver dollar to its legal- 
tender function was eminently right and just. The people of the 
United States had, at the very beginning, by general consent, both 
parties and all classes concurring, founded the circulation upon 
both metals ; and the people of the United States had never pur- 
posely, or even consciously, abrogated that arrangement. On the 
contrary, so soon as the people of the United States came to the 
appreciation of the fact that this arrangement had been abrogated 
by their representatives, they were prompt in decreeing the res- 
toration of the silver dollar ; and the time which has since elapsed 
has only strengthened that determination and diminished the size of 
the minority which, in 1878, questioned the wisdom of this measure. 
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But the provision for coining two to four million dol- 
lars’ worth of silver bullion a month, was eminently an unwise 
one, so far as theinterests of international bimetallists were con- 
cerned, and was, at the time, so regarded by the leading bimet- 
allists of this cour+-, und of Europe. The men who voted 
against the law of February 28, 1878, largely did so, not because 
they deprecated the restoration of the silver dollar to its former 
legal position, but because they deprecated the actual coinage, 
under the circumstances existing, of any considerable amount of 
silver. Now, why, if the rehabilitation of silver was a thing to 
be desired, was it impolitic to initiate a large, though not unlim- 
ited, coinage in 1878? The objections to the measure were two- 
fold. 

First, the ratio between gold and silver in the coinage of the 
United States— 16: 1—was not coincident with that adopted in 
the coinage of France, Italy, Belgium and Switzerland (consti- 
tuting the Latin Union), as well as of some other countries out- 
side that league, viz.,15%4:1. Clearly, if it was desirable that 
the United States should take hold with France and her allies to 
haul silver out of the slough, it was desirable that all should 
take hold together and pull together. But we began coining at 
16:1, while they would only coin at 15%:1; so that we were, 
in fact, not pulling with them, but, in some degree, were pulling 
away from them. Not only was this the necessary logical effect 
of our coining at a different ratio; but the moral effect was to 
induce grave scepticism as to our motives on the part of the 
European States whose codperation was sought. They might 
well say: ‘Yes; but if we are to coin at 15 % :1, while you keep 
the ratio 16:1, it is not you, but we, who will have to bear the 
brunt and the cost of the rehabilitation of silver. All the bull- 
ion will, under free coinage, come to us, for who is going to have 
silver coined in the United States, where it takes 16 ounces to 
purchase an ounce of gold, when, by sending it to Europe, he can 
purchase the gold with 15% ounces?” On the other hand, if 
our purpose was to go to the French ratio, upon condition of gen- 
eral free coinage, then our action in going on coining two mill- 
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ions and more of silver dollars a month, at our own ratio, was 
pure folly. All the dollars so coined would have to be coined 
over again, occupying our mints for months or years, not to 
speak of the popular confusion which would result from the 
existence of tens or hundreds of millions of 16:1 dollars, when 
the new 15% :1 dollars should be put forth. 

The second reason against the coinage of any considerable 
body of silver in 1878 was even stronger yet. By entering the 
market for silver at that time we were certain to diminish, just 
so far, the pressure upon the European States, both those of the 
Latin Union and those out of the Union, to undertake measures for 
the rehabilitation of that metal. Germany, by her Act of Demon- 
etization, had left upon her hands an enormous mass of now 
depreciating silver. England had, by the same act, found her 
Indian finances going to pieces in the most disastrous manner. 
France and her allies were obliged to close their mints to silver, 
and to strengthen themselves on the gold side. To each and all 
of these powers the coinage under the act of February 28, 1878, 
was a gratuitous gift. We put our fingers into the door and took 
the squeezing which of right belonged to them. Just so far as 
our monthly purchases held up the price of silver, it made them 
just so much the less anxious to take steps, at a certain large 
cost and with possible failure in view, to remedy the evils of 
German demonetization. 

Under these circumstances it is not strange that the Monetary 
Conference, initiated by the act of February 28, 1878, failed to 
accomplish anything for the cause of silver. I would not be 
understood as charging that failure solely upon the coinage provi- 
sion of the Allison bill. Probably the Conference would have been 
without result had that provision not been enacted. Reason 
enough existed in the situation aside from this. Germany still 
stood on her action of 1871-3, and contemptuously held aloof. 
England, conservative to the last degree in all matters of 
weights, measures and coinage, would have been glad to see 
other powers take measures for the rehabilitation of silver; but 
had not the slightest intention of joining in them herself. Even 
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the Latin States were divided by jealousies and causes of com- 
plaint which had arisen among them in consequence, first, of 
the restriction and severity of the practical suspension of coin- 
age under the act of the Union. Yet all this does not make the 
coinage provision of the act of 1878 any the less foolish. Had 
the delegates of the United States gone to Paris simply author- 
ized to say that the United States were ready and eager to under- 
take the coinage of silver in concurrence with European States, 
and would bear their full share of whatever that might involve, 
they would have been in a far better diplomatic position. 

The lapse of time, the larger experience of gold monometal- 
ism, does not seem to have reconciled the world to the demone- 
tization of silver. I have no doubt that our delegates at Brussels 
were fully justified in speaking of the American people as unani- 
mous in their desire for a restoration of the situation of 1873, 
with the difference, only, of additional safeguards derived from 
the accession of a larger number of commercial States. For 
myself, I believe that were this country, after a full and free dis- 
cussion, called to a plebiscitum on the question of confirming a 
treaty by which England, France and the United States, or Ger- 
many, France and the United States, entered into a monetary 
alliance, on terms similar te those of the Latin Union, the nega- 
tive votes would not attain to the dignity of the “scattering” of 
an ordinary election. 

In England, there has been a steady, though not rapid, move- 
ment of public opinion in the same direction. Nearly all the 
eminent political economists of the United Kingdom fully con- 
cede the validity of the bimetallic argument,’ some of them, 
like Nicholson and Foxwell, being active propagandists. Lord 
Herschell’s Commission divided on the proposition to recom- 
mend the adhesion of England to that cause in a manner which 
would have been impossible fourteen years ago; while the Com- 
mission unanimously gave assent to opinions which make the 


*Prof. Alfred Marshall, of Cambridge, easily the head of the English economists, 


has more than once told me that, as between bimetallism and gold monometallism, he 
is a bimetallist. 
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position of the gold monometallists, if not untenable, at least a 
very uncomfortable one. Manchester is a bimetallic center. 
The East Indian interests are all for the restoration of silver to 
its former grade. The agricultural clubs of England have spok- 
en with practical unanimity in favor of bimetallism. In the 
last cabinet there were not a few sympathizers with “silver,” and 
two or three warm advocates of it. The number of professed 
bimetallists in the newly elected Parliament is distinctly larger 
than in the preceding one. Yet all this does not suffice to create 
in my mind the expectation that conservative England will, at an 
early date, consent to important changes in her coinage system 
and her currency laws. On the other hand, the recent defection 
of Austria, under influences which I do not profess to under- 
stand, has dealt a severe blow at the prospects of bimetallism. 
It looks very much as though, in the matter of the use of silver 
as money, things would have to be worse before they can be 
better. 

Meantime many people in the United States have, with our 
characteristic national impatience and petulance, become highly 
restive under the long delay and deferring of hope, and now 
propose that America shall “go it alone” in supporting the 
value of silver. They believe, or profess to believe, that the 
United States, by themselves, could establish and maintain 
bimetallism. Beyond doubt there is a very large proportion of 
instances in which this opinion is not a sincere one. It is due 
to the influences of the silver-mining interests, reckless as to 
the general welfare and willing to do anything which will tem- 
porarily enhance the value of their products, regardless of what 
may befall in even a near future. A still greater part of the 
force which has given rise to the movement for free coinage has 
been contributed by the inflationists. Two or three years ago, 
the farmer and planter class, south and west, had become des- 
perate under the continued depression of agricultural prices and 
the increase of mortgage-indebtedness, and besieged Congress 
with vehement demands for the immediate opening of our mints 
to silver bullion in amount unlimited. Some genuine bimetal- 
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lists were carried away by the excitement to join in the move- 
ment, on the ground that the United States alone could turn the 
scale in favor of silver. 

Unfortunately the demand was not, in the first instance, met 
with the courage and constancy which alone avail in dealing 
with a case of popular frenzy and folly regarding the currency. 
I am so little of a doctrinaire that I should hesitate to say that, 
in all matters political, flat and contemptuous resistance to 
unreasonable demands and evil measures is always a safe policy. 
But all my study of financial history has tended to create an 
increasing conviction that the only good policy in dealing with 
financial crazes is to fight them, from the word go, without ask- 
ing or giving quarter. But the men of 1890, to whom the peo- 
ple had entrusted their powers of legislation, did not deal with 
the matter in this spirit. They showed lack of comprehension, 
of courage and of nerve. Doubtless politics, in the lowest 
sense of the word, entered not a little to affect their temper, 
and the coming presidential election cast its baleful shadow 
before. But at any rate, many of these men affected to believe, 
some in unquestionable good faith did believe, that, partisan 
purposes and policies aside, if those who stood for sound cur- 
rency and honest money in Congress did not concede some- 
thing, they would be swept altogether off their feet, and free 
coinage would be established by an overwhelming force. So 
believing, or affecting to believe, many,of whom better things 
were to have been expected, joined the free-coinage men in 
establishing the law of that year, by which the amount of the 
silver purchases of the Treasury was doubled, though the silver 
bullion so purchased was not necessarily to be coined, as by the 
act of 1878, but was to be held in the Treasury, while certifi- 
cates were to be issued upon them. 

The act of 1890 has greatly, enormously, increased the perils 
of our financial situation. The coinage of two millions and 
more of silver dollars, per month, since 1878 has been bad 
enough; the purchase of 54,000,000 ounces of silver bullion a 
year is a much more serious matter. It has given tremendous 





178 JOURNAL OF POLITICAL ECONOMY. 


impetus to the dangerous movement upon which we entered in 
1878. It is apparently fast sweeping us onwards to the gulf of 
silver monometallism. From this there is no escape except 
through the concurrence of European nations in setting up a 
genuine bimetallic system, or through the prompt and peremp- 
tory repeal of this objectionable law. The former way of escape 
is not likely to be opened to us. It remains to be seen whether 
the people of the United States have political virtue enough to 
rescue themselves, their public faith and their commercial credit 
from a most compromising and perilous position, to that end 
defying alike mistaken opinion and the clamors and threats of 
selfish interests. Some encouragement, at least, in this situation 
we may derive from the results of the manful fight waged 
against the silver inflationists in the last session of Congress ; 
from the attitude of the two great national parties on the silver 
question, in the recent canvass; and from the well-known views 
and character of the incoming President. 
Boston, Mass. Francis A. WALKER. 





THE RAILWAY POLICY OF PRUSSIA. 
I, 


Great civilized nations learn, in turn, from each other. For 
a century Germany has regarded the individualism of England 
and of the English-speaking people as a model for imitation. 
To-day, the legislation of England assumes more and more the 
characteristics which the English have for a long time regarded 
as distinctly continental or German. This fact exists all the 
same, even though in England this assimilation is not generally 
recognized. It remains, nevertheless, by whatever name the 
peculiar tendency of the recent legislation may be designated, 
whether it is called socialistic, state-socialistic, or bureaucratic. 
A few years ago William Clarke, in a noteworthy article in the 
Political Science Quarterly,* while, no doubt, presenting this latest 
development from a somewhat sanguine point of view, yet gives 
an accurate representation of the facts when he says, among 
other things: ‘The government has rendered popular educa- 
tion compulsory; it has truck acts to regulate payments of 
wages, mine regulation acts, factory and workshop acts, interfer- 
ing at every point with the liberties of the capitalist ; adulteration 
acts, and acts to compensate workmen for injuries due to their 
employers’ neglect. The telegraphs have been acquired by the 
state, and the functions of the postoffice have been so enlarged 
that, besides sending and delivering letters, it now dispatches 
telegrams, and is a common carrier and banker on an enormous 
scale. The British state has now 150,000 persons in the direct 
service of the community in purely civil employments. 
Municipalities now own public parks and gardens, gas and water 
works, street railways, hospitals and artisans’ dwellings, and in 
many towns a vast area of house property.” Indeed, most of 
this legislation typically exemplifies the fact that, in her most 


* Socialism in English Politics—December, 1888. 
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recent law-making, England is following in the path of Germany. 
In some things England has already overtaken, in other 
things England has even distanced, Germany, as in the case of 
the eight-hour working day, which daily gains popularity, and 
which Gladstone’s ministry may be obliged to establish by law, 
at least for certain kinds of labor. 

Yet, in many respects, Germany is giving this policy a wider 
application; above all in respect to the state railway system. It 
may be asked whether, in this particular field, individualistic 
England is still to maintain the precedence she enjoyed some 
decades ago, before the new tendency of opinion had set in; and 
whether, because of the very greatness of this subject, individu- 
alism is here to be allowed a more lasting influence. Or, by a 
kind of statistical method, is a majority vote of the whole world 
to decide in favor cf private railways? 

I myself have grave doubt on these questions. The entire 
legislation of all countries concerned gives evidence that the old 
fundamental principles of the law of public highways can not be 
set aside for railways, because they are the most important and 
influential class of highways, and possess the power belonging 
to great accumulations.of capital. England herself, before all 
other countries, gave evidence of this. The traditional practice 
of attaching a long series of public obligations to the permission 
to open a new highway was applied to the very first act of Parlia- 
ment for issuing franchises to ‘railways or tramways,” as early 
as the year 1801. But England especially incorporated in her 
first great railway law the idea of uniting into a state railway 
system the railways for whose construction permission had thus 
been given. In the law of August 9, 1844 (7 and 8 Vict. C. 85), 
“an Act to attach certain conditions to the construction of the 
future railways,” it is declared that “it shall be lawful, at any 
time after the expiration of twenty-one years, to purchase any 
such railway in the name and on behalf of Her Majesty, upon 
giving to the said company three calendar months’ notice, in 
writing, of their intention, and upon payment of a sum equal to 
twenty-five years’ purchase of the annual divisible profits, etc.” 
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It is not the object of this article to examine the reasons 
why England has not as yet succeeded in shaping her railway 
system in accordance with the law of 1844, the less so as this 
question has been elsewhere discussed. On the contrary, there 
will be presented the positive side of our comparison, the develop- 
ment and the result of the German, or especially of the Prussian, 
railway policy. 


II. 


However opinions may differ as to the railway systems of 
England and of other countries, it is certain that in Prussia, at 
any rate, the preference in the beginning for the private, as 
opposed to the state, system of railways, was demanded by defi- 
nite political circumstances. While in the smaller German 
states, Brunswick, Hanover, Baden, Wirtemberg, the state rail- 
way system gained a footing from the very beginning, Prussia 
was obliged at first to reject it on account of obstacles growing 
out of the constitution of the state. The Royal Ordinance of 
January 17, 1820, had been designed to show clearly the amount 
of the state debt, and to strengthen the credit of the state 
through an awakening of public interest, by special reference to 
the controlling power of the estates of the kingdom, the assem- 
blage of which had been considered since the reform period 
of 1808-10. The ordinance runs: “Should the state be 
brought, in future, to the necessity of undertaking a fresh loan 
for the maintenance of the state itself, or for the furtherance of 
the general good, this can be done only with the participation 
and under the guarantee of the assembled estates of the king- 

In consequence of this, the actual necessities of the state 
were supplied by makeshifts, which concealed the fact that 
debt was incurred; or only those needs were supplied at all 
which could be met without resort to borrowing. For the 
summoning of popular representatives—the stipulation demanded 
by the constitution for borrowing—was a step which, up to 
1848, the government refused to take. Accordingly, when the 
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government of Frederick William IV., in 1842, took resolutely 
in hand the construction of a Prussian railway system and called 
together for preliminary consultation the delegates to the pro- 
vincial diet, the government confined itself (although the 
delegates were overwhelmingly in favor of state roads) to 
advancing their construction by a state guarantee of interest. 
Not before the constitution of 1848, were the legal conditions 
provided for the contraction of loans for building state railways. 
But as early as 1849, the government and the new popular 
assembly determined upon the first great state railway, connect- 
ing the capital with the eastern border of the monarchy, and 
smaller state roads, as well, for the western provinces. At the 
same time the state took into its own hands the administration 
of a number of roads for which it had become guarantor, and 
which had yielded revenues of unsatisfactory amount—in some 
cases obtaining possession of the property rights of the share- 
holders. It was a striking part of this situation that the 
administration of the state was more productive of revenue than 
that of the corporations. This epoch of Prussian railway policy 


(1848-58) is inseparably associated with the name of the min- 
ister of commerce, Von der Heydt, aman who, coming from the 
industrial classes of the Rhine provinces, had already, in the 
assembly of delegates in 1842, championed the system of state 
railways. 


III. 


After the railway system of Prussia had been given its essen- 
tial character in accordance with the railway policy of Von der 
Heydt, there followed a period of fluctuating uncertainty, as 
opposing tendencies alternately prevailed. This was the period 
immediately before and after the founding of the German 
Empire—the years 1859-75. On the whole, this period was 
unfavorable to the carrying out of a railway policy. The great 
constitutional conflicts occupied the foreground, at first those 
within Prussia, and next the great struggles for the unification 
of Germany. These were the essential interests which at this 
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time occupied the attention of the nation and the governing 
powers. Moreover, the economic movement in the different 
states during this period, in that it served as a preparation 
for economic union and burst the bonds of German particular- 
ism, was in the beginning opposed to the tendencies favoring a 
state railway system. The partial success with which it met is 
shown by the provision of the constitution of the North Ger- 
man Confederation in 1867, and of the German Empire in 1871. 
A certain counter-force was brought into play by the Prussian 
annexations ot 1866, which added to the network of Prussian 
state railways a wide extent of well administered and excellently 
developed state railways—those of Hanover, Hesse and Nassau. 
But the stronger tendency was, in my opinion, the individualistic 
one, which prevailed in the entire economic life of those years, 
and which brought it about that, in the fever of speculation 
following the victory over the French and the unification of 
Germany, railway enterprises played an important and even a 
disastrous part. The famous speech of Lasker in the Prussian 
House of Delegates, and the committee of investigation to 


which it led, mark the beginning of a new period. The report 
of this committee recalled the state railway policy of Prussia to 
its old course. ‘Economic considerations,” says the report, 
“require the union of all the railways under the control of the 
state.” 


With the foundation of the new empire, however, the 
choice between state railways and imperial railways squarely 
presented itself. The military experiences of the wars of 1866 
and 1870-71, by showing the defects of existing conditions, 
pointed out the strategic superiority of a railway system unified 
under state ownership; the general political importance of an 
imperial railway to the national unity so recently achieved, and 
to the intimate economic relations which had been established _ 
between the different states ; and the economic advantages already 
evident in the state railway systems as resulting from a widely 
extended and unified organization of means of communication. 
It was such considerations as these that led to an attempt at 
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extending the reform of the railways beyond the boundaries of 
Prussia throughout the entire empire. 

The attempt was made in the years 1873-76. It was ship- 
wrecked by the opposition of the smaller German states which 
had no inclination to yield to the empire the state railways 
which they possessed, in other words, to give up even another 
portion of their sovereignty for the benefit of the empire. Then 
Prussia proceeded alone. Her state railway property was made 
the basis of her new policy, which was, in fact, only a continua- 
tion of the old, and merely made additions to an old and per- 
manent policy; not after the manner inevitable in France, or 
in Italy, or still more in England, where the experimental bases 
for a reform on so great a scale were, and still are, lacking, and 
where the transition to the state railway system would be bold 
empiricism. 


IV. 


The first bill providing for the acquisition of private railways 
by the state (October 29, 1879), exhibits at the same time the 


motives of the new policy. ‘One need only look,”’ it declares, 
“at the map of the Rhenish- Westphalian coal districts, in which 
the lines of the three great Rhenish railways (with their hun- 
dreds of side connections, with the numerous pits, mines and 
industrial establishments) seem to cross and intertwine inex- 
tricably, to recognize the waste of capital, both in the construc- 
tion and operation of so intricate a network, whose configuration 
is determined by the competitive interests of their builders, not 
by the requirements of traffic. . . . The needs of trade might 
have been satisfied with a fraction of the capital expended, if 
construction had been systematically and uniformly planned.” 
In the year 1877 there were in Prussia fifty independent rail- 
way administrations, forty-five of which acted in conjunction 
with supervisory boards representing corporations; each of these 
had in operation, at an average, 359 kilometers; the roads con- 
trolled by corporations only 247 kilometers, and of these latter 
twelve had each less than 100 kilometers. No one of these lines 
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was complete in itself, controlling independently the traffic of a 
district. The negotiations as to joint tariff regulations or other 
traffic arrangements, the settlement of claims between different 
lines, agreements as to the use of the different cars, business at 
junctions, time schedules and the like, involve an expense which 
might be entirely saved by unified administration. 

The state has everywhere attempted to guard the public 
interest, as it is affected by railways—according to the motives 
of the bill above mentioned—on the grounds herein specified : 

The railways are public highways, on which it is the duty of 
their management to furnish transportation service. This ser- 
vice is, from its very nature, monopolistic. Not only private 
communication, but also the postal service of the state and its 
military transportation, are exclusively confined to the railways. 
Therefore, it is the duty of the state, in permitting the construc- 
tion of railways, to take care that the capital of the country is 
employed only where it can exert a fructifying influence. 

The creation of railways involves an interference of a most 
varied kind with public and private interests, and this, in turn, 
necessitates the delegation of the right of eminent domain. 
Therefore, the state may allow only the construction of such 
railways whose use justifies this interference. The state must 
look to it that their construction is systematic. 

With reference to the operation of the roads, the state must 
especially require safety; it must, therefore, inspect the road- 
bed and the rolling stock, approve the running schedules, over- 
see the maintenance of the road when it has been constructed, 
etc. 

The railways have proved themselves especially important in 
the interest of national defense. The rapid concentration of 
necessary military forces is of the most decisive importance for 
success, and similarly important is communication between the 
army in the field and reinforcements, supplies and the like. For 
these purposes there is need of a vigorous interference and 
codperation on the part of the state in laying out the roads and 
in their equipment and operating arrangements. 
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The most important and difficult phase of the railway prob- 
lem, in its relation to the interests of the public, is the deter- 
mination of rates with reference to reasonableness, fixity and 
equality, but especially with reference to the tariff policy, that 
is to say, to the economic intercourse of the country in ques- 
tion, with foreign nations. At this point there must be evident 
the necessity of an active interference on the part of the public 
authority, so vigorous as to seem hardly compatible with the 
independence of private management. Now, the state railway 
system is the logical outcome of all the considerations above 
quoted, because their requirements are satisfied by this system 
only. 


V. 


The actual procedure in the acquisition of private railways 
was in nearly all cases the following: The government imparted 
its purposes to the management of the roads of which it designed 
to obtain possession, and at the same time presented the condi- 
tions on which it was ready to buy their stock. Hereupon fol- 
lowed negotiations, resulting in an agreement which fixed in 
detail the conditions of the purchase. Then the approval of the 
general meeting of the stockholders of each company was 
secured, and finally the purchase was ratified by the legislative 
power of the state. The negotiations were by no means always 
: accessful at first; on the contrary, in many cases, several years 
passed before agreement was reached. In the majority of cases 
the dividends which the stock had yielded for some years served 
as a basis for calculating the purchase price. In such a case, the 
state bound itself to pay to the stockholders a fixed yearly 
income in place of their accustomed dividends, and to exchange 
the shares for state securities. The amount of this assured 
income varied from three to eight and one-half per cent., accord- 
ing to the income already yielded by the different companies. 
In the cases of a minority of the roads which had paid. small 
dividends or none, a part of their nominal capital was paid as 
the price. 
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Almost the entire body of officials and employees was taken 
into service by the state railway administration, excepting only 
the actual management and their immediate assistants. These 
received a quittance payment which decreased if they, too, 
entered into the state railway service. 

Both houses of the diet approved the proposal of the govern- 
ment (Act of December 29, 1879), but demanded certain restric- 
tions on future state railway administration, with a view partly to 
financial, partly to industrial, security. This demand was satis- 
fied by the two laws of March 27, 1882, and June 1, 1882. 
Financial dangers were to be avoided by guaranteeing the treas- 
ury of the state against disturbances from variation in the 
surplus of the state railways, and further, by provision for sys- 
tematically wiping out the debt on the state railway capital. 
The safety of the industries of the country was to be secured 
by the establishment in the separate districts of boards repre- 
senting the business interests concerned, known as “district 
railway councils,” whose duty it should be to inform the state 
railway management of the needs of trade. Preparation for this 
step was already made by an order of the imperial railway 
department, dated January 11, 1875, directing all German rail- 
ways to adopt a plan first employed in Alsace-Lorraine by which 
the more important questions of railway management should be 
decided only after consultation with representatives of the com- 
mercial, industrial, and agricultural interests. This arrangement 
had already been further extended on the Prussian state rail- 
ways by an order of June 27, 1878, and afterwards on the other 
German state railways. 


VI. 


At the end of the year 1882 the network of German 
railways had an extent of 34,600 kilometers, of which 29,000 
kilometers were under state control; at the end of 1890 the 
total extent was about 42,000 kilometers, of which 37,600 
were under state management. In Prussia alone the total 
length of the railways is now in round numbers 27,000 
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kilometers, of which 25,000 kilometers are under government 
management. 

During the last year, the Prussian state railway system has 
become a subject of frequent discussion, with especial reference 
to its financial policy. In this connection the legislation of 
1882 designed to give security to the public finances has again 
been brought to mind. The purport of this legislation was as 
follows: On December 15, 1880, the government proposed to 
the lower house of the diet a bill bearing upon the expenditure 
of the annual surplus from the state railways. It was proposed 
to employ this surplus, in addition to paying interest and wiping 
out the debt, for the formation of a reserve fund which should 
compensate for the variation in the surplus of successive years. 
It was fatal to the project of a reserve fund that the balance 
sheet of the state at that very moment, for 1881-82, showed a 
deficit of thirty millions. The majority of the committee on the 
budget, accordingly, found it inexpedient to establish a reserve 
fund, when there was a deficit in the general finances of the state. 

The discussion was repeated the following year with the same 
outcome. A minority uttered an impressive warning against the 
policy of regarding the surplus of the railway system as a regu- 
lar source of state income. But the majority, both in the com- 
mittee and the house of delegates, persisted in their opposition 
to a reserve fund, and the law for the “ guarantee of the finances,” 
without the reserve fund, was passed, March 27, 1882. 

To this defect are due the most recent objections to the 
financial administration of the Prussian state railways, although 
these criticisms are not directed to the right point. Indeed, it is 
remarkable that the surprisingly rapid successes of the Prussian 
state railway system in the first decade of its operation have 
come to be regarded from an altogether erroneous point of 
view. 


Vil. 


The actual success was as follows: Each year the railways 
not only paid in full the interest on the railway debt, but that on 
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the entire state debt; in addition, they yielded a very substantial 
surplus, which in the fiscal year from April 1, 1889, to March 
31, 1890, reached the maximum amount of 145,000,000 marks. 
Since then, this surplus has, it is true, diminished, but it still 
amounted for the last year (1891-92) to about 90,000,000 marks. 
Moreover, in accordance with the law of March 27, 1882, more 
than 550,000,000 marks of the railway debt has been extin- 
guished. Although one might justly feel satisfied if the railways 
paid the interest on their own capital, expectations were so raised 
by the abundance of the surplus that the demand was now not 
merely for a surplus, but for a great surplus, constantly increas- 
ing with the constant increase in the needs of the general 
administration of the state. 

This brings us to another great defect which, besides the want 
of a reserve fund, is to be observed in the Prussian (and Ger- 
man) financial system. The defect referred to consists in the 
fact that for the inevitable increase in the need of revenue by 
the state there is no corresponding provision in the form of the 
tax system. In the last decade, the fortunate financial condition 


of the Prussian railway system was depended upon for filling this 
gap, and to-day complaints are raised that more recently the 
same means of filling it are not in the same degree successful,— 
a remarkable bit of unfairness. Suitable new taxes should be 
provided, and the state railway administration should be relieved 
of unreasonable demands. 


How does the case stand in other countries? In Austria, 
the state railways bring at most two and a half per cent., 
in Hungary about three per cent. Still less fortunate are the 
financial relations between the government of France and the 
system there prevalent of subsidized corporations. For the 
years 1884-1890, alone, the French government has been obliged 
to supplement the dividends to the amount of 369,000,000 
francs, under the law of November 20, 1883, which established 
their relations anew. At the end of 1883, the claims of the 
state against the railway companies amounted to 673,000,000 
francs, 
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VIll. 


It is further to be observed that the surplus in the Prussian 
state railway system is not the consequence of a narrow policy 
as to rates. It is one of the inherent difficulties of state railway 
management, that the various groups of interested persons make 
unreasonable demands for lowering of rates. The first essential 
to a statesmanlike management of state railways consists in 
knowing how to resist these demands. But at the same time, 
the management, conscious of its public character, should respond 
to all just claims and thereby demonstrate its peculiar fitness for 
the administration of railways, as compared with private manage- 
ment. 

In fact, the management of the Prussian state railways has 
achieved no small success in this respect. In the transportation 
of passengers as well as of goods numerous improvements have 
been introduced. The time schedules for both through and local 
business have been judiciously rearranged ; out of special regard 
for local business new stations have been provided; return tick- 
ets, season tickets, etc., have been brought into extended use; 
the poorer classes of the population, especially those working at 
a distance from their homes, have been granted many advantages, 
from benevolence or out of regard for the public good. 

The reordering and simplification of freight tariffs has been 
of great importance. Since 1877 there has existed a harmonious 
scheme of freight tariffs for all the German railways. Changes 
in these, and classification of special rates are possible only by 
unanimous decision of all railway administrations. The rates- 
commission, and the general conference of German railways 
consider all changes desired either by the people or by the man- 
agement of a railroad. In this way a great number of arbitrary 
differences in freight rates on German railways have been 
removed. It has been possible to present the rules in a small 
pamphlet, intelligibly and synoptically. According to official 
calculations, the charges for railway services in the freight depart- 
ment alone have been diminished, since the organization of the 
joint tariff system in 1877, by the annual amount of least 100,- 
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000,000 marks, in Prussia alone by 65,000,000 or 70,000,000. The 
passenger tariffs have also been lowered, though not so consid- 
erably. A more extended reform in passenger rates was about 
to be undertaken when it was interrupted by the financial diffi- 
culties already mentioned. 


IX. 


In the above discussion we have wished to call attention to 
the first decade of the Prussian state railway system. Although 
this new enlarged system of state management is based in some 
part onthe experience of the preceding thirty years, it is, there- 
fore, not literally, but in reality the first decade. At any rate, 
it is the first attempt on so great a scale,and one which may 
be regarded as on the whole so successful—though it is far from 
being perfect in all its parts—that no one outside of the radical 
opposition ventures to attack it. As for the immediate present, 
attention is being directed to the working out of certain reforms 
of special moment —modifications in the administrative organi- 
zation, improvements in the training of officials, and various 
necessary changes in the personnel of the management. 

It is natural that a wholly satisfactory condition can here 
be obtained but slowly. In Prussia and in Germany, no practi- 
cal man thinks of returning to the private corporation system. 
Indeed, no one who knows the facts seriously doubts that an 
immense step in advance has been taken, compared with times 
passed by. Neither are professed enemies of the system so 
much to be feared now as the extreme champions of state rail- 
ways, who make unreasonable demands upon the system. While 
we have observed that on the one side extravagant demands are 
made upon the seemingly limitless financial productivity of the 
state railways, we find on the other side still more dangerous 
friends, who would disturb the satisfactory condition of the state 
railway finances (their promise to the contrary notwithstanding) 
by radical reforms in tariffs, and who are fond of indicating their 
common purpose by the use of the catchword “zone-tariff.”’ 
So far as these wishes contain a central element of truth, they 
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must be satisfied by suitable reforms—such as, perhaps, the 
establishment of the reserve fund, which was slighted by the 
legislation of 1882, and also by judicious changes in the tariffs. 
For each there will be need of corresponding financial con- 
ditions, which are at present wholly lacking. But at the very 
time when the needed reforms are being carried through will 
there be needed the greater determination in opposing danger- 
ous experiments which are likely to compromise the entire state 
railway system. 

We have said nothing as to a phase of the new system 
which in other states would have demanded a most thorough 
discussion, but which, in Germany, may properly be passed by 
in silence, the question, namely, as to the personal integrity 
which is required for a financial operation of this kind and com- 
pass. Of this, nothing is to be said, for no one has ever ven- 
tured to make the slightest accusation against the men who have 
carried out this reform—certainly not for the reason that Ger- 
many is without the necessary freedom of the press. On the 
contrary, we, too, for our part, have quite enough of such free- 
dom. The events of the days just passed have shown that the 
boldest and most shameless slander against those in the highest 
offices of the administration may be circulated at every street 
corner. The true reason has been, I suppose, that, in spite of 
the incentive of our keenest partisanship, the eager eye of the 


accuser has been able to discover nothing. 
Gustav Coun. 
G6TTINGEN, GERMANY. 





THE DISCONTENT OF THE FARMER. 


No one now doubts the existence of serious discontent among 
our farmers, especially south of the Ohio @nd west of the Mis- 
sissippi. Save in the days of agrarian uprising in the Roman 
empire, the Peasant revolt in Germany, and Wat Tyler’s rebellion 
in England, the world has been in the habit of regarding its 
farm population as preéminently conservative. Yet, to-day, if 
one desires to search out that part of the country which is 
most fully permeated with the ideas of nationalism, and which 
seeks such remedies for distress as government ownership of 
railways and mines, government loans to farmers, and a large 
increase of our money, he must turn to the far West and to some 
of the Gulf states. But the farmersare not likely long to stand 
alone. No one who mingles much with our wage-earners and 
reads their papers can doubt that a few repetitions of Home- 
stead and Buffalo will bring to light even a greater radicalism 
among our wage-earners than is now seen among the farmers. 
The situation demands serious study. What has led the farmer 
to his present attitude? 

The one fact above all others complained of by farmer and 
wage-earner alike is relative, not absolute, decline in the share of 
national income secured. The city grows faster than the 
country. The income of capitalist, or monopolist, or speculator, 
or man of large affairs grows faster than that of the farmer or 
wage-earner. Since 1850, the proportion of our population in 
cities of 8,000 inhabitants and over has grown from 12.49 per 
cent. to 29.12 per cent. A considerable portion of the agricult- 
ural counties throughout the land are decreasing or are station- 
ary in population, while the manufacturing and commercial 
centers are fast growing. In Europe, also, there is compara- 
tively little emigration from manufacturing centers, but a great 
quantity from farming sections, however rich the soil. The 
percentage of the estimated true valuation of the country, 
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according to the census, that was invested in farms was 41.1 per 
cent. in 1860, 30.9 per cent. in 1870 and 23.3 per cent. in 1880. 
Probably it is below 18 per cent. now. After the decennial 
assessment of Ohio was taken in 1890, the state board reduced 
the farm assessments 15 to 20 per cent., and still the real estate 
assessment in the country districts showed a fall of 17 per cent. 
in 10 years, and the city real estate a gain of 38 per cent. 

It does not break the force of this fact, if we notice that the 
mortgage indebtedness on farms has been incurred chiefly for 
improvements and is less than some feared. The facts on this 
point, as far as at hand, however, should be noticed. 

TABLE I. 


PERCENTAGES OF MORTGAGES IN FORCE OF THE ESTIMATED VALUE OF ALL 
TAXED AcREs (NOT CiTY REAL EsTATE). 


Tennessee, 5.83 Missouri, 13.52 Iowa, 17.96 Kansas, 29,27 
Alabama, 11.58 Illinois, 13.27 Nebraska, 28.85 


More to the point under consideration, the relative decline of 
farms, is the revelation of the census of 1890 on the percentage of 
all farm families that are tenants. In Kansas and Ohio returns 
for only ten counties are yet given, and the percentage in 1880 


in Iowa is pronounced by the census department a little too low. 


TABLE II. 
PERCENTAGE OF FARM FAMILIES HIRING FARMS. 


1880 1890 1880 1890 
Maine, 2.50 7.33 Ohio, 24.96 37.10 
Massachusetts, 6.70 14.20 Iowa, 23.83 29.57 
Rhode Island, 19.50 23.25 Kansas, 13.13 33-25 
New Jersey, 24.60 32.11 — —_— 
Maryland, 30.95 37.23 Averages, 17.93 25.69 
Virginia, 15.20 20.20 
A similar rapid growth of farm tenancy is being found 
nearly everywhere, as further bulletins of the Census Bureau 
will soon show. It is the object of the present article to briefly 
examine ten causes that often are, or may be, assigned for this 
failure of farming to increase in profit or attractiveness, or both, 
as fast as occupations in the city. 
I. Growth of machinery and national wealth. As the world 
grows richer there is a more rapid increase in the demand for 
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the finer products than in the demand for raw material. The rich 
man does not require a much greater quantity of wool, or leather, 
or pounds of meat than does a poor man. He simply wants, as 
regards them, better preparation or serving. This means more 
growth of cities, factory towns and railroads than of farms. A 
less and less proportion of the labor force of the world, thanks 
to improvements in industrial tools and processes, is yearly 
needed to supply the raw material of our food, shelter, clothing 
and the like. A greater and greater proportion of our labor 
force is left free to satisfy the new and often higher cravings, as 
for education, amusement, travel, domestic service and all the 
comforts and luxuries of life. Thus the relatively faster growth 
of our cities, where most of this work is necessarily done, than of 
our farms is to some extent a proof of advancing civilization. We 
find it in all developing countries, as France, Germany, England. 

The growth of large cities does not necessarily mean the 
growth of unsanitary and deplorable conditions. This, Sir 
Charles Dilke shows us, has been proven in Melbourne. Of 
course we must learn how to control sanitation, education, child 
labor, civil service and natural monopolies of light and street 
transportation in our cities. In view of the gradual awakening 
on these subjects, the situation begins to appear promising for 
reform. We may talk all we please of the beauties of farm life, 
but people are sure to follow in large degree their pecuniary and 
gregarious instincts, and to settle in the city or its extensive 
suburbs, where, among other advantages, life will be easier for 
the wife, and where they may benefit society more than they could 
on the farm. Yet some of this rush to the city seems due to real 
grievances or mistakes of the farmer which can and should be 
remedied. To them we will now turn. 

II. A second cause of the farmer’s relatively poor situation 
and therefore of his discontent, especially in the South, is lack of 
thrift, energy and intelligence in adopting improved methods of 
farming. It would be easy to dilate at great length on the poor 
farm machinery and mules, the shiftless, lazy methods of tilling 
the soil on the part of not all, but a large proportion of the 
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white and black farmers of the South. Especially is this true of 
the tenant farmers on shares. The tenant with little or no capi- 
tal buys everything at 20 per cent. to 100 per cent. above cost 
and gives the merchant a mortgage on the growing crop. Soon 
the tenant is so hopelessly in debt that if he works unusually 
hard and earns an additional $10 it must go to his creditor. In 
such circumstances, which prevail less in Virginia, Kentucky 
and Tennessee than farther South, what stimulus is there for a 
man to save? 

Conditions in these regards are slowly improving. Such 
instances as the following have a wonderfully inspiring influence 
for good upon the people. Near Little Rock, Arkansas, a friend 
interested in a canning factory persuaded a farmer to transfer 
part of his land from cotton to tomatoes. With the same 
expense on the same quality of land the farmer obtained $32 
per acre of cotton and $102 per acre of tomatoes. A few years 
ago in Craven county, in eastern North Carolina, land rented 
for $1 and $2 a year per acre. With the introduction of truck- 
farming for the northern market, land has increased in value 
more than ten-fold. One colored pioneer in this work earned 
from a crop of radishes, the first year, enough to pay his rent 
for ten years. In western Tennessee fortunes have been made 
in small fruits, and a great future is open in the central part of 
the state for grapes, larger fruits and vegetables. In eastern 
Iowa, thrifty German farmers, while greatly lacking in public 
spirit, have made money and paid good prices for farms upon 
which the less frugal or patient native American could make 
little profit. 

Just before closing a three years’ residence in Tennessee the 
writer, in July, 1892, through the investigation of some of his 
students in their home counties, secured evidence of recent 
improvement of agricultural methods in Kentucky, Tennessee, 
Alabama, Mississippi and Texas. Much testimony was also 
given to the continued ignorant farm methods among the large 
tenant population, both white and black. A few extracts from 
these studies may be of interest. A student ina county of north- 
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eastern Alabama writes: ‘The land in this section is nearly all in 
the hands of large holders and is worked by tenants. It is all in 
the hands of white owners, with a single exception. The chief 
crop is corn, and the next, cotton. Often ten per cent. interest is 
charged on land mortgages. A certain local bank is known to 
have charged as high as twenty-four per cent. The owners of 
the farms, as a rule, the single black owner being no exception, 
are thrifty and provident. Not so the tenants, two-thirds of 
whom are white. Both black and white work no more than is 
necessary to cultivate and to harvest their crops. The remainder 
of their time they spend in lounging about the stores and shops. 
About two-thirds of the growing crops are annually mortgaged. 
The chief articles of diet among the tenant classes are bread, 
hog meat, coffee and rice. Nearly everyone has one or more 
cows, but no small fruits or orchard products. Fish they do not 
use, and fresh meat is a delicacy enjoyed but once a year. 
These conditions hold of both races. Hitherto the landlord has 
been paid in a share of the crop—one-half to two-thirds when 
he furnishes the stock (mules, implements, etc.), otherwise one- 
third—but money payments are fast coming into vogue, and 
land owners are increasing the use of machinery and the rota- 
tion of crops.” 

A native of the cotton belt in eastern Alabama writes that 
twelve per cent. is the common interest rate on mortgages, 
though eight per cent. is the legal rate. The usury laws are vio- 
lated, not evaded. Crop mortgages are secured by many of the 
whites and nearly all of the blacks at from twelve to twenty- 
five per cent. interest. The soil is rather rough for machinery 
and little is used. The large farms are gradually breaking up 
into small ones, cultivated by the owners. These are mostly 
white, but black owners are increasing. The white tenants are 
fewer and more intelligent and thrifty than the black. But in 
this section, too, there is increase of machinery, stock-raising 
and diversification of crops. Alliance stores are playing an 
important part. The above conditions largely apply to others of 
the Gulf states, save Texas, which can show a better average. 
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As we come north to Tennessee, out of the cotton belt into 
the corn and winter wheat belt, we notice better diet, more use 
of machinery, less crop mortgages and generally better farm 
methods, though there is still great room for improvement. An 
extract from the conclusions of a student in one of the counties 
of central Tennessee may be here given, and with it this part of 
the discussion may close: 

“As a rule, the farmers and tenants are hard - working people. 
The lead of a few intelligent, well-informed men is being more 
and more followed by the majority of the farmers in the adop- 
tion of the best machinery and methods. Practically all of the 
wheat in the county was cut during the last season with self- 
binders. The use of cultivators, potato diggers and improved 
plows is constantly increasing. There is a marked improvement 
lately in the adoption of the plan of rotating crops and in the 
use of clover to rest and fertilize the ground. Mortgages are 
very rarely given on the growing crops. Almost all the negroes 
are either hired by the day or month as laborers on the farms, 
or they cultivate a few acres on shares for the white owner. 
Very few are industrious and thrifty enough to acquire the 
necessary stock and implements for properly cultivating the 
soil.” 

Owing, in part, at least, to a wider diversity in crops, the 
yield of cotton in 1892 was one-fifth less than in 1891; prices 
were higher and the farmer was benefited. In securing a wise 
rotation of crops our state agricultural colleges and county insti- 
tutes are doing much. It would seem as if, with proper support 
and leadership, they could do more. The extent to which costly 
farm machinery in every section of the West is still left out of 
doors all winter to rapidly rust out is surprising. 

III. A third cause of the farmer's ills in some sections, such 
as western Kansas and Nebraska, has been unforeseen natural 
difficulties, such as drought and grasshoppers. Along the lower 
Mississippi freshets have worked serious injury. Cannot the 
special loudness of the farmer’s complaints in the two western 
states just mentioned be largely attributed to this cause? Pub- 
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lic irrigation might help a little, but it does not seem to the 
writer advisable to open up thus, or in any other way, much more 
western land, until, by restriction of the lower type of immigra- 
tion, we make sure that such improvements will redound to the 
benefit of those already part of us. 

IV. Greater blessings of government in cities, such as better 
schools and roads. Although there are three hundred bicyclists 
in Little Rock, Arkansas, yet the roads of Arkansas are so bad 
that only one town, and that but five miles away, could be 
reached by them last summer. The general badness of our 
country roads is known to all state engineers; and state appro- 
priations for country roads (paid largely, as state taxes usually 
are, by our cities, where wealth centers), and larger appropria- 
tions than now for country schools are imperatively needed. To 
say nothing of other benefits to be gained, these would help to 
maintain a strong farm population as a nursery for our city 
workers of the future. 

V. Unequal taxation of city and country. While the rich 
nowhere pay taxes according to their ability, yet the personal 
property of the farmer, such as live stock, escapes the assessor 
less readily than bonds, stocks and mortgages, which are chiefly 
possessed in the cities. The displacement of all personal prop- 
erty taxes by progressive income and inheritance taxes is increas- 
ingly favored by students of local taxation as likely, among 
other benefits, to secure greater justice to the farmer. 

VI. Then, in an age of combinations of both labor and capi- 
tal, the farmers suffer from the difficulty of perfecting a strong 
organization. Labor organizations often permanently raise 
wages through a resulting increase of efficiency, but often, too, 
through higher prices to the consumer. The farmer is unable to 
strike back. Combinations of capital or wasteful forms of 
competition have sometimes raised the prices of fertilizers, farm 
implements, jute bagging, binding twine and the like. Against 
these combinations of capital the farmers’ organizations have 
often waged costly but in the end successful contests. Some- 
times they have done so by securing discounts from some large 
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manufacturer upon whom purchases would be concentrated. 
Still, the difficulties of organizing and intelligently managing 
organizations which are composed of such widely scattered and 
often ignorant or prejudiced people (as are many, not, of course, 
all, of our farmers), continues to be a great obstacle to progress, 
and thus a cause of the farmers’ discontent. 

VII. Farmers are also naturally made discontented by such 
rapid accumulations of large fortunes as have been aided by 
secret railway rates or by securing for almost a song from the 
public valuable quasi-public franchises. This grievance con- 
cerns all society. President Depew, of the New York Central 
Railroad, while testifying before the Interstate Commerce Com- 
mittee of the United States Senate recently, is reported as saying 
that, under the operation of the anti-pooling section of the 
Interstate Commerce Law, which, in his opinion, tempted the 
cut rates, “it is a matter of time only when the small dealer 
who is compelled to pay the regular tariff will go to the wall. 
If this law continues in force five years longer there will not be 
an independent business man in any of the large cities of the 
United States.” Space, however, forbids the consideration of 
this question. 

VIII. The farmer also complains of the high rate of interest 
he must pay. What investigation the writer has been able to 
make convinces him that the average interest rates on mortgages 
in western and southern states, as given in our census bulletins, 
are in some cases below the truth, and in many cases do not 
take into account the bonus often charged the borrower on 
making the loan. The average rates of interest on farm mort- 
gages thus far published are given herewith: 


TABLE III. 

INTEREST ON FARM MORTGAGES. 
Maine - - - 6.26% Iowa 
New Jersey - . - 5.60% Missouri 
District of Columbia - 5.90% Kansas 
Ohio - - - - 6.85% Nebraska 
Tilinois - - - 6.92% Alabama 
Tennessee - . - & 
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These rates may not be too high in view of the risk 
involved; but our farmers could probably make the rate 
one-third less if they would form credit associations like the Ger- 
man Raiffeisen, of about one hundred members each, with 
unlimited liability. Such an association, in which its members 
had some property, could surely borrow here, as abroad, at 
much below the present rate to individuals, and reloan to mem- 
bers at a slight advance, subject as in a building and loan associa- 
tion to regular repayments by installments. Our national Depart- 
ment of Agriculture has well described the German systems." 

IX. The farmer feels aggrieved at the supposed forcing down 
of the prices of his products at harvest time by large sales by 
the “bears” for future delivery of products not at the time in 
the possession of the speculator. This grievance has appeared 
in the Washburn Anti-Option bill now pending in Congress, 
which aims to restrain the selling for future delivery of that 
which is not at the time owned or ordered by the seller, except 
goods “for the use, consumption, or traffic” of the purchaser in 
his business or home ; provided the transaction does not take 
place on a produce exchange or where gambling might be car- 
ried on under cover of the proviso. This supposed grievance 
has also been a prominent reason for urging the Sub-Treasury 
bill, now apparently ceasing to command much attention. It 
is not the intention of the writer to enter upon an exhaustive 
discussion of this charge of the farmers, but merely to present 
a few significant facts. 

1. It is a common belief among farmers everywhere that it 
pays as well on the average to sell the crop very soon after har- 
vest as to keep it several months. The cost of storage is some- 
thing ; some crops lose in weight or bulk by standing ; and such 
losses are thought to counterbalance any probable gains from the 
rise in prices. 

2. Alarge proportion of our farmers, particularly in the North 
and West, would be able and glad to store their crops six 
months if, during a series of years, the price averaged twenty or 


* Mis. Series, Report No. 3, 1892. 
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even ten per cent. higher than at harvest, account being taken 
of the depreciation just referred to and of moderate charges for 
storage. Outside of the poor tenant farmers of the South, our 
farmers could be trusted to seize a chance of making ten per 
cent. by holding their crops six months. 

3. Since there is no claim, and of course can be none, that 
prices are permanently depressed by the “short seller,” but only 
that it is temporarily done at the time of harvest and for a few 
weeks afterward, it becomes all important to compare the prices 
of farm products at every month in the year. It is to be 
observed that where there is little or no selling of what one does 
not at the time own, as in Asia Minor or in most partially 
developed countries, there is a great fall in price at harvest time. 
Such was the general experience of Europe and America, we 
believe, a century ago. Further, we should expect some fall 
after a very large crop. Mr. Veblen in the first number of this 
journal has well shown the decline in the price of wheat in 
recent years in connection with the changed ratio of supply to 
demand that has occurred in Europe and Asia quite as much as 
in America. In Table IV are given the mean of the highest 
and lowest prices of wheat in Chicago forthe eight years 1885- 
1892 inclusive. The figures for the first seven years are com- 
piled from the Report of the Chicago Board of Trade for 1891 
(p. 12). The figures for 1892 are taken from The Economist, the 
weekly financial journal of Chicago, Jan. 1, 1893. 


TABLE IV. 
No. 2 SPRING WHEAT, AVERAGE MONTHLY PRICE. 





1886 | 1887 
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Spring wheat is ready for market in September and October. 
Now we notice from the table that in three years of the eight 
the September prices were higher than those of December, and 
in four years, higher than those for January; while the October 
prices exceeded the December prices in every year but one, and 
in five years of the eight exceeded the January quotations. 
Table V gives the monthly averages. It will surprise many 


TABLE V. 
MONTHLY AVERAGE PRICE, 1885—1892, No. 2 SPRING WHEAT, CHICAGO. 


September - - 83.9 Januaty - - 82.8 May - - - - 89.2 
October - - - 87.6 February - - 83.4 June - - - - 86.6 
November - - 88.2 March - - - 82.7 July- - - - 82.7 
December - - 85.4 April - - - 84.5 August - - - 838 


It proves that the lowest prices, 82.7 cents to 83.8 cents, 
were either some time after harvest, as in January and February, 
or before the harvest, as in March, July and August, and that 
while the price in September averaged only 83.9 cents, it jumped 
in October, when probably more spring wheat is going to market 
than in September, to 87.6 cents, and in November to 88.2 cents. 
The latter price is only exceeded by May, 89.2 cents. The 
average price of September and October combined, 85.8 cents, 
is only exceeded by November-December, 86.8 cents, and May- 
June, 87.9 cents. The difference in May and June would be 
more than accounted for by interest, storage and depreciation, 
showing that so far from prices being unduly depreciated by the 
“bears” at harvest time, prices are then really higher, consider- 
ing storage, etc., than at any time after November. The aver- 
age price in September, October and November taken together 
is 86.6 cents. For the next three months, December, January, 
February, it is 83.9 cents. For the next three months, March, 
April and May, it is 85.5 cents and for June, July’ and August, 
it is 84.4 cents. 

Of the 75,942,674 bushels of wheat received at Chicago in 
1889, 1890 and 1891, there came in August 18.1 per cent., in 
September 17.1 per cent., in October 14.4 per cent., and in 
November the same, though most of the August receipts were of 
old grain or of winter wheat. What was the average price of 
wheat in these four months, when 64 per cent. was received 
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during the three years for which alone returns are in the hands 
of the writer? It was 85.9 cents, as contrasted with an average 
of only 84.7 cents during the remaining eight months of the 
year, which included only 36 per cent. of all the grain receipts. 

The figures tell their own story. They not only show that 
there is no fall in prices at harvest when we should most 
expect it, but they reveal a remarkable evenness of prices 
between all the months over a series of years. Even the May 
price of 89.2 cents is only 6.5 cents, or 7.8 per cent. above the 
lowest, 82.7 cents, in March and July. 

Let us next turn to the Chicago figures for corn of the 
standard No. 2 grade, which are given in Table VI, being com- 
piled in the same way as Table IV, and covering the ten years 


1883-1892, inclusive. 
TABLE VI. 
MEAN MONTHLY PRICE OF No. 2 Corn, CHICAGO, 1883-1892. 


1886 | 1887 1890 Average 


January .... . ° -8) 36.6) 36.4 29.1 ‘ . 41.86 
37-3) 34-7 28.3 42.2 
37-1) 35-5 28.7 43.07 
35-3} 36.3 31-3 44-7 
35-5] 38.8 33-9 48.38 
34.8) 37. 33-9} « 45-49 
39.8) 36.6 40.3 44.86 
42. | 40.3 48. 47-5 
38.7) 42. 47-5 47.08 
34.8] 41.7 + 44.03 
November .. 36.2) 44.1 . -9| 51.5 45-7 
December .. 36.9) 49- | 34.8 - | §0.4 , ‘ 42.91 


Corn is harvested in September to November. The largest 
receipts of corn in Chicago for 1889, 1890, 1891, were in August 
and September. Corn, however, comes in large quantities at all 
months. We notice in the table that the price in August and 
September averaged between 47 and 47.5 cents a bushel, that it 
fell three cents to 44 cents in October, and went back to 45.7 
cents in November. The average price of these four months, 
during which the crop is made ready for the market and is 
largely sold, was 46.2 cents, as compared with 42.9 cents in 
December, 41.8 cents in January, 42.2 cents in February, and 43 
cents in March. The average of this second four months was 
only 42.5 cents, which was less than August, September, October 
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or November. Thus, so far from prices of corn being depressed 
by the combined influence of large sales by farmers and of 
speculative sellers at the harvest time, it appears that the con- 
trary is true. The farmer loses by holding back his product. 
In the four months of April, May, June and July the average 
price was 45.36 cents, which was also less than in the fall. May 
was the only month from November to August that equaled the 
August, September or November quotations, and that was only due 
to the phenomenal effect as regards price quotations of an 
attempted corner in May, 1892, which did not force prices down 
but raised them for a few days from forty cents to a dollar and 
thus brought up the May average two cents. 

Precisely similar equality of price throughout the year, 
subject to the same exception of a rise in May, when the “bulls” 
regularly create a scare lest the forthcoming crop will be poor, 
is seen in oats. In Table VII is given the mean price of No. 2 
oats in Chicago for every month of the eight years 1885-1892. 
The average price for July, August, September and October was 28 
cents, and for November, December, January and February only 
29.2 cents. In March, April, May and June it was 31.1 cents. 

TABLE VII. 
AVERAGE PRICE OF No. 2 OaTs IN CHICAGO. 
1887 1889 | 1890 Average 


_—— . . 20.3 29.4 
24.6 ‘ 25. 20.4 28.7 
23.9 20.6 29.8 
25.9 23. 31.5 
26.3 27.3 32.6 
25.4 27.5 30.6 
25.9 30.5 29.6 
24.5 35.1 27.8 
24.9 36. 26.7 
26. 40.8 27.7 
26.1 42.6 28.8 
29.8 42.3 29.8 
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In order, however, to get close to the farmer, who sometimes 
with little apparent reason claims that the Chicago quotations 
bear little relation to what he gets at the nearest elevator or 
market town, let us study Table VIII, compiled for the writer 
by Mr. W.C. Branham of Nashville, Tenn. It gives the average 
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price of choice wheat actually obtained by the farmers in Nash- 
ville for each month of the five years 1887-1891, according to 
the weekly quotations in the local papers. 


TABLE VIII. 
AVERAGE MONTHLY PRICE OF CHOICE WINTER WHEAT, 
NASHVILLE, TENN., 1887-1891. 


18838 1889 1890 1891 


79-5 98 
79.5 -02 
79-5 -06 
85 -I0 
93 -I0 
93 +05 
88 82 
-O1 gt 
-07 93. 
5 .04% 97 
oa OI 97 
. .00 94 
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The new winter wheat is brought to market, or is ready for 
sale in June and July. We notice that the July price, 80.5 cents, 
is ten cents below that of June, and that the price gradually 
rises, until in October it is within one-third of a cent of the June 


price, and then fluctuates between 90 and 93.3 cents until June. 
Can this greater depression at harvest time in Nashville than in 
Chicago be in a measure attributable to the partial absence of 
the speculator in the former, and partly to the greater inability 
of southern than of northern farmers to hold back their crops? 

The monthly average for corn in bulk is given in Table IX. 


TABLE IX. 
AVERAGE MONTHLY PRICE OF CORN IN BULK, 1887-1891, NASHVILLE, TENN. 





1890 1891 Average 


29.5 59 3 
30 60 
30 66 
78 
74 
72 
74 
69 
68 
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Corn in Nashville is ready for market in October and No- 
vember. Prices were about the same then as during the next four 
months, During June and July prices were 16 per cent. higher 
than in November. Perhaps if the investigation had covered 
more years the range of prices would not have been so great. 

In the Report of the Pennsylvania Bureau of Industrial 
Statistics for 1889 ( pp. 225-241 A) Mr. A. S. Bolles gives full 
quotations for wheat in seven local markets in the state—Carlisle, 
Chambersburgh, Pittsburgh, Philadelphia, Troy and Bellefontaine, 
—for every January, April, July and October of the fourteen years 
1876-1889, inclusive. Computations from these figures reveal 
the average July price to be $1.10, the October price $1.02, the 
January price $1.09 and the April quotations $1.10, 

Similarly in corn, the average October price was 53.6 cents; 
in January it was the same; in April, 51, and July, 52.6 cents. 
It was only in products perishable and dependent on the time of 
the year for large output, like chickens, eggs and butter, that 
fluctuations reached from 20 to 50 per cent. on the average 
between January, April and July. 

The conclusion of this part of the discussion is that the 
charge against the speculator of forcing down prices at the time 
of harvest remains unproven. Rather does it seem that in non- 
perishable products there is a remarkable evenness of price at 
various seasons of the year, if we take, as we should, the average 
of several years. Of course, this does not affect the argument 
against some dealings of the stock market as a species of 
gambling which rouses the feverish interest of many and diverts 
them from surer production of wealth. 

X. Last, but by no means least, the farmer complains of the 
general fall in agricultural prices in recent years, which has 
made his mortgage-loan, contracted when prices were high, 
more and more burdensome. Several things must be noted. 

1. There is no doubt as to a general fall in prices, including 
agricultural prices, throughout Europe and America. Professor 
Taussig* furnishes later figures from Soetbeer which complete 


*“ The Silver Situation in the United States,” p. 92. 
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his table and show that gold prices fell 12 per cent. from 1880 
to 1890 and 22 per cent. from 1873 to 1890. The exhaustive 
report of the United States Senate Committee on Retail Prices‘ 
indicates a continuance of the decline, as do, also, the index 
numbers of twenty-two staple commodities published by the 
London Economist and the later index numbers of Mr. Sauerbeck - 
in the first number of this journal. ' 

2. The prices of what the farmer buys have fallen even 
faster than those of what he sells. Mr. Branham, from a careful 
study of prices in Nashville, Tennessee, for ten years, ending 
July 1, 1892, reached the conclusions given in Table X. The 
prices of farm products are the average prices for the calendar 
year, save for the last -year, which is July 1, 1891 to June 30, 
1892. 


TABLE X. 
VALUE. 
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It thus appears that to buy an outfit of the more costly farm 
machinery less wheat and oats was required in 1891-2 than in 
1882, and of corn, the chief crop of central Tennessee, only 3.5 
per cent. more. Conditions were worse for the farmer in this 
particular in 1887 than in 1882 or 1892. A similar careful 
investigation by another student, Mr. L. S. Merriam, gave 
approximately the same results at Chattanooga, Tennessee. 
Evidence of a much greater fall in the price of farm implements 
and machinery than of wheat, corn and oats from 1873 to 1889 
in St. Louis is presented by Mr. Cowperthwait.? 


* LII Congress, 1st Sess., Report No. 986. 
2“ Money, Silver and Finance,” pp. 83-4. 
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In the report for 1890 of the Pennsylvania Bureau of Indus- 
trial Statistics (pp. 6A and 46A) appear quotations of prices 
for several years in what is regarded by the commissioner as a 
typical country store in Chester county of that state. Compila- 
tions from those figures show that the average decline in wheat 
in that section from the average of 1880 and 1881 to that of 
1889-and 1890 was 29.1 per cent., in corn, 16.9 per cent., and in 
oats, 15.4 per cent. During the same time the decline in the 
more costly farm machinery quoted was 33.9 per cent., in the 
lesser farm implements, such as shovels, rakes, hoes, scythes and 
pitchforks, it was 26 per cent., and the average rate of decline in 
ten selected staples of common use, such as sugars, tea, coffee, 
salt and standard cottons, calicoes, ginghams and coarse boots, 
was 15.3 per cent. 

In the exhaustive study of wheat prices in Chicago and New 
York presented by Mr. Veblen in the first number of this 
journal, it is shown that the decline in the ten staple articles of 
use by farmers (iron, wool, standard sheetings, leather, linseed 
oil, salt, fish, sugars, coffee and molasses) in American whole- 
sale markets more than kept pace with the average fall in wheat, 
corn, oats, beef, pork and lard in New York and Chicago during 
the years 1873-1891, inclusive. (See Mr. Veblen’s Chart No. 
III.) 

3. The general fall in prices since 1880 has been burden- 
some to the debtor class, to which farmers largely belong; for it 
has required the payment of debts in more and more commodi- 
ties. An able argument has been presented’ by Mr. Merriam to 
show that falling prices are just, when values, considered by him 
as quantities of final utility, have fallen. The value of a given 
quantity of any commodity, not necessarily the total value of all 
commodities, is held to have fallen because of a decline in 
marginal utilities. It is argued that, in the midst of declining 
values of commodities, the result or accompaniment of increased 
ease of production, justice requires the creditor to be paid not 
in that which would purchase the same quantity and quality of 


* Annals of the American Academy of Political and Social Science, January, 1893. 
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consumable goods, as many bimetallists claim, or that which 
would require for production the same labor, as some mono- 
metalists argue, but that the creditor should be repaid in that 
which will purchase social satisfactions or quantities of marginal 
utilities equal to that purchased by the original loan,—which 
would mean more commodities than the debt would have pur- 
chased when contracted. 

But such a claim, if admitted, would mean that if a man did 
not loan, but went into business himself, and by such means as 
his brain power in organization, or development of improved 
processes, greatly increased the efficiency of production and 
thus lowered marginal utilities, he must turn over this gain to 
the creditor, whose sacrifice is ordinarily supposed to be repaid 
by the interest." 

Would not this forcing upon the business men—the debtor 
class—of all the pains of progress act as an undue handicap to 
this class and an undue temptation to the creditor class to stand 
aloof from active business, while society guaranteed to the latter 
immunity from the tendency of all fixed capital to depreciate 
with every improvement or increase of supply? Since an increase 
of values is the object of the business man, and since values, we 
are told by Mr. Merriam, are likely in time to enter upon a 
decline, and since we are further told that the creditor must 
always get back all the values he loans, does it not follow that 
our leading business men, who are predominantly debtors, must 
not simply work without profit but must see their values con- 
stantly decline? 


*The increasing efficiency of industry is due mainly to improvement in 
machinery, organization or skill. Now these improvements are due to those who 
participate in production as inventors, entrepreneurs or workers. Hence, to these 
groups, constituting, as they do, the body of present producers, belongs the reward. 
The creditor as such is a fast producer, the capital he lent being the product of labor 
at some past period. Then why, as past producer, should he have the right to enjoy 
the superior excellence of present production? Suppose, however, the creditor has 
been not only a creditor, and hence an interest receiver, but also an active producer, as 
inventor, entrepreneur or workman. In this case I reply, Verily, he has his reward. 
As a participant in production he gets his share of the benefits of industrial progress. 
Cf. EpwarD A. Ross, in Annals of American Academy, etc., November, 1892, p. 47: 
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4. Whether we do or do not admit that debtors in general 
have been unjustly treated by the decline in general prices of 
the last twenty-five years, it can be easily seen that the farmer 
has suffered thereby. The fall in prices of manufactured goods 
could be very largely recompensed to the producer by improve- 
ments introduced by him; but for the farmer this was only 
partly possible. The relatively faster increase of supply of his 
products since 1867 than of the demand for them was due as 
much to the opening up of new sources of supply in our far 
West, in Russia, India and many other places, as to any improve- 
ments applicable to our older farms. There have been excep- 
tions but such has been the rule." 

The way in which the farmer has suffered, as well as the 
effect of the general question of appreciation of money, may be 
made clearer to some by the following illustration. Let us take 
wheat as an example of farm products and shoes as an example 
of manufactured goods; and let us suppose the condition a 
generation ago to be somewhat as follows: 

(1) 100 bushels of wheat=100 days’ labor=$200; 

50 pairs of shoes=100 days’ labor=$200. 

(2) Suppose improvements secure double production at the 
same sacrifice as before,and suppose money not to have 
increased but half as fast as the increase of demand for it, then, 

200 bushels of wheat=100 days’ labor=$200; 

100 pairs of shoes=100 days’ labor=$200. 

Such would have been the situation to-day had the farmers 
been able to recoup themselves by improvements. The actual 
situation is typified in (3): 

(3) Suppose, as in (2), only that the increased quantity of 
wheat, which reduced the price one-half, did not altogether 
come from the old farms. Then for the farmer who has been in 
business many years the following represents the present situa- 
tion: 

150 bushels of wheat=100 days’ labor=$150; 

100 pairs of shoes=100 days’ labor=$200. 


*Cf. PROFESSOR TAussiIG, “ Silver Situation in the United States,” p. 101. 
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Evidently the farmer who could not double his product with 
the general doubling of the supply is handicapped in comparison 
with the manufacturer who did double his product. To pay a 
debt of $200 will now take not only more commodities of both 
the manufacturer and the farmer but will take 133% days’ labor 
of the latter instead of 100. 

Thus two results have followed from the gradual appreciation 
of money, or what is the same thing, the fall in prices connected 
with the slower increase of money than of demand for its use. 
First, the creditor cannot merely get as much labor now as ever, 
though commodities are more important to the consumer than 
hired labor, but he can buy more (in our illustration a double 
amount) of the commodities than his loan would originally com- 
mand, while the debtor has stood still, thus allowing the creditor 
to reap results of modern progress that were more directly due 
to the debtor. In view of this injury to the debtor class, especi- 
ally among the farmers, by the general fall in prices, which is 
the same as a rise in the value of money, the question naturally 
arises whether a remedy could be found in a more rapid increase 
of money in western Europe and America by an international 
agreement, if Europe would consent. The question is too large 
a one to be discussed in this article, but the importance of 
increasing the quantity of the world’s money in a time of falling 
prices is, in the writer’s opinion, emphasized by the figures else- 
where given in this issue, which show that payments over the 
counters of our national banks from 1881 to 1892 have been 
more and more proportionally in money, instead of the reverse, 
as for some years has been supposed. 


To sum up, we have concluded that much of the relative 
decline in farm population and wealth is an inevitable accom- 
paniment of advancing industries and social well being; that 
the farmer cannot show a lower price of his products immediately 
after harvest than during the rest of the year, thanks in part, it 
may be, to the derided speculator, though some forms of specu- 
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lation are as demoralizing to public morals as the Louisiana lot- 
tery. Lack of intelligent methods of farming, unforeseen natural 
difficulties in some sections, poor roads and often poor schools, 
unequal burdens of taxation, complaints as to railroad discrimi- 
nations and high rates of interest have been briefly touched upon ; 
and it has been held that the farmer as a debtor has been injured 
by the fall in prices in a way that neither he, nor any one gov- 
ernment acting alone, apparently, could help. Buta large portion 
of the troubles of the farmer, so far as they are real, can be 
remedied. To a considerable degree, in a strictly economic 
sense, the farmer is not as much worse off than the wage-earner 
or the clerk as he thinks. He often has a little surplus at the 
end of the year in addition to good food, a comfortable home, 
a sense of freedom, and many privileges. A large portion of 
the residents of our cities could not say as much. Still, some 
of the grievances of the farmer are real. They demand and will 
secure a full; a sympathetic consideration on the part of society 
at large. 


EpwARD W. Bemis. 
UNIVERSITY OF CHICAGO. 





THE CRISIS OF 1890. 


The great commercial crisis of 1873, which first broke out in 
Vienna, left its most severe and most protracted after-effects in 
Austria-Hungary. So deeply did the nation suffer in its capital, 
in its industry, and—with the increasing competition of Ameri- 
can grain-growers—in its agriculture, that the consequent 
depression lasted until a few years ago; and the spirit of enter- 
prise, moreover, has not yet reéstablished itself. Another 
result has been that Austria- Hungary has remained exempt to 
this day from over-production and speculation, and has, there- 
fore, fortunately escaped the crisis of 1890, which convulsed 
the great money-markets, like those of London and Berlin, 
when the destructive crash in the Argentine Republic gave the 
signal for the collapse. As it happens, Austria - Hungary is 
more of a debtor than a creditor to foreign countries, and there- 
fore has been spared losses which have cost English and German 
capital many milliards of marks. 

On the other hand, France, of course, because of her 
enormous losses in the war of 1870-1, escaped the excess of 
speculation and the consequent crisis of 1873. But, ten years 
later, the country had so fully recovered, that speculation again 
raised its head in Paris, and the ‘Union Générale,” holding a 
dominating position, began to stretch its fangs out even to Aus- 
tria- Hungary, and carried on a system of stock-jobbing so 
reckless, that in 1882, the card-house again fell. Such corrupt 
practices brought on the necessity of inexorable liquidation and 
punishment. As a consequence of this, Germany surrounded 
its joint stock laws with more precautions; and I myself at the 
time drew up four rules,’ calculated to put a stop to stock- 
jobbing on the occasion of the founding of new stock-com- 
panies : 


*See my Geschichte der Handelskrisen, 4th edition, p. 652. 
214 
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1. It is not permissible to buy the shares of the company 
through the agency of the company. 

2. New shares shall not be issued for sale until old shares 
have been paid up in full. 

3. Investors shall be allowed to inspect the books of the 
company. 

4. Technical, organized, and regular inspection on the part 

of the State, by means of a Bureau for the Control of Stock- 

. Companies. Agents of this Bureau, like factory inspectors, to 
make it their business in life to examine the books and the 
course of action of stock -companies. 

I later added a fifth rule: 


5. Responsibility of the founders of stock-companies for 
the truth of the professions in their prospectuses. 

Almost contemporaneously with the speculation-mania in 
France, the construction of railroads in the United States had 
made such enormous strides, that the iron and steel industry, 
even though its production had been greatly increased, was 
unable to deliver the required amount of rails, and, in spite of 


protective duties, the demand reached the iron districts of Eng- 
land, Belgium and Germany. To avoid the enormous duties on 
steel rails, American rail-factories imported English and West- 
phalian steel-castings of the proper dimensions for the manu- 
facture of rails. The net-work of railroads in the United 
States was, between 1881 and 1883, increased by 30,000 miles, 
and to-day is of almost twice the length of the railroad system 
of all Europe with its five-fold greater population. This exten- 
sion, however, was followed by a revulsion in 1884, which made 
itself felt in all the business centers of the world; and, in 
Europe especially, it brought about an unprecedented stagnation 
of trade. 

With the beginning of the second half of the year 1884, 
the prices of the greater number of agricultural and manufact- 
uring products began to fall to a degree out of all proportion to 
the acknowledged causes of the fall, especially as peace was not 
endangered. Industrial and speculative stocks fell at the same 
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time, while all good government securities rose, owing to the 
amount of idle capital seeking them. Ready money accumulated 
in the banks, and there was a permanent fall of one per cent. in 
the rate of discount. 

Up to that time it had been announced by economists as an 
axiom that reduction of prices, abundance of capital and money, 
and low rates of interest, exert a powerful influence in favor of 
the revival of business, and create a spirit of enterprise and 
speculation. During the years from 1884 to 1887, the reverse 
had taken place. There had been few periods in history when 
business in general had been so dull. There was, in the greater 
part of Europe, no more work to do than what was indispensa- 
ble to preserve working people from starvation. Students, 
economists, statesmen and journalists were occupied in finding 
out the causes of this strange situation. The British Parliament 
called a special committee to examine the matter, which con- 
fined itself to stating the facts of the stagnation, and mention- 
ing a single cause—overproduction. The predilection for 
generalizing induced, also, a man of scientific spirit, the director 
of the Office of Statistics of the Board of Trade, Mr. Robert 
Giffen, in a report which was read in the Royal Statistical 
Society at London, to assign but a single cause for the stagna- 
tion: 2. ¢., that from the decrease of production, and the rising 
value, of gold had resulted the decline in the prices of goods. 
Although this hypothesis was very soon refuted in a meeting of 
the same body, it obtained credence on the continent notwith- 
standing, and was adopted by the President of the Club of 
Austrian Economists at Vienna. I opposed it several times, 
and even published a book with the aim of refuting this hypo- 
thesis as false and dangerous,’ arguing that the alleged index 
number of the price movement of 250 articles has no value, 
because it is composed of heterogeneous elements, and because 
prices of different articles are ruled by different influences. 
Although it cannot be denied that the greater number of articles 


* Die Quellen des Reichthums mit Riicksicht auf Geschifts-stockungen und Krisen 
von Max Wirth. K@ln, 1886. Schaudberg’sche Buchhandlung. 
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did fall in price, yet a great many remained unchanged, and 
many rose, some even to an extraordinary degree: e. g., tobacco, 
more than 100 per cent., indigo, 50 per cent., meat, 10 to 
30 per cent. If the rising value of gold has had an influ- 
ence upon prices, the result should be the same for all 
articles; the fall of prices should have extended to all 
goods, except for special reasons in each branch of trade, 
which could be explained very easily. Every merchant can 
answer this question in his own line. I concluded that a 
rise in the value of gold had not taken place; or that, if it had, 
the degree of rise was so small, that it need not be taken into 
account as compared with the real fall of prices. I argued that 
the real causes of the stagnation were manifold: overproduction 
and stock -jobbing, especially in the concerns for the production 
of sugar, iron and steel, copper and silver; the fall of the price 
of the latter, by which the stability of the standard in many 
countries has been undermined; the reaction against free trade ; 
the rising competition with trans-oceanic corn-producing 
countries; the bankruptcy of many half-civilized countries; 
the lessened construction of railways in Europe; the rising of 
the price of stocks, by which investors’ income was reduced, as 
well as by conversions and reductions of interest to an amount 
without example in history; the uneasiness of entrepreneurs in 
view of the warlike spirit in France and Russia, as well as of 
the socialist agitations and untimely strikes; the difficulty of 
carrying a financial enterprise through a long period of time 
due to the continual deranging of customs and railway - tariffs. 
But it is not necessary to inquire further into this matter, 
because time has already proved the truth of my statements. 
No one any longer dreams of gold as the cause of the past 
stagnation. 

There was one country—the Argentine Republic —which prof- 
ited by this situation, and London stock-jobbers and bankers 
were ready to help in raising the credit of the republic, the prov- 
inces, the towns, and the joint-stock companies to a degree 
quite out of proportion to the small population of the country. 
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During the last twenty years the emigration from Europe to 
Argentina has attained larger proportions than at any previous 
period. Emigration to the United States had, from different 
causes, decreased for some years, especially for the last ten 
years; but the immigration into Argentina increased in sucha 
degree that the population rose from 2,122,000 in 1870 to 4,200,- 
000 heads in 1890. The immigrants brought capital with them, 
and purchased land to settle; consequently the price of land 
rose considerably. Roads, railways, waterworks, and all sorts of 
industrial concerns were built, and mortgage banks were created 
which sold enormous quantities of bonds to English, Bel- 
gian, and German investors. In the meantime towns, prov- 
inces, and the Argentine Union took advantage of the low 
rate of interest and the abundance of money in Europe to 
contract as many loans as possible, new leans often being 
made in order to pay the interest on former ones. Thus, 
during the years from 1882 to 1889, Argentina and its provinces, 
towns, mortgage -banks, and other concerns became indebted to 
European investors for over one thousand million doilars. There 
is no well governed country in Europe which could get so 
large a credit in proportion to the number of its people. Consider- 
ing that for a great many of these loans six per cent. interest was 
promised, that the lowest rate was five per cent, and that the national 
budget of Argentina in 1890 disclosed only seventy million dollars 
of income, of which forty-six million dollars came from customs 
duties, it is obvious that a population of little more than four mil- 
lions is not in the position to assume such an amount of interest. 
In 1886 European investors already began to suspect that the 
Argentine credit was being overworked ; so that a new six per cent. 
loan was contracted on the condition that the interest should be 
paid in gold rather than from the revenues of the custom duties. 
Besides, the money obtained by the continual borrowing had 
been very badly managed. Corruption prevailed in government 
circles. This appeared most openly in the management of the 
national and provincial mortgage-banks, in which encroaching 
nepotism was the order of the day. Loans were allowed less by 
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reason of good security than as a matter of personal favor. Thus 
in many cases the value of land was estimated by the trustees of 
the banks far too high; sometimes so unreasonably high that 
there were debtors who, having received the capital of the loan 
and paid interest “praenumerando” for half a year, abandoned 
their property and left it to the bank, settling in another place 
or emigrating. Under such circumstances the mortgage -banks 
soon drifted into difficulty, even to the point of being utterly 
unable to pay the interest on their bonds, of which large amounts 
were taken up by Belgian and German investors. When their 
credit was at last exhausted, and the different Argentine debtors 
could no longer pay interest by the help of new loans, the cen- 
tral government began to render assistance by inflation. Differ- 
ent kinds of notes were issued one after the other in such abnor- 
mal amounts that they depreciated, and the gold premium rose 
to at least 300 per cent. In one single year the circulation had 
been augmented by 210 million dollars. 

Distrust of this public mismanagement at last arising among 
English and German investors, the last loans were not received 
by the investing public, but remained in the hands of the issuing 
bankers, such as Baring Brothers, Murietta & Co., etc., whose 
coffers were overloaded with Argentine stocks and bonds. 
Financial operations being stopped in Argentina, bankers, stock- 
jobbers, and other operators, from the year 1887, chose a new 
field of action. At the first symptom of a revival of business 
from the deep stagnation which had reigned for four years, they 
took possession of the credulous and gain-greedy portion of 
saving and investing humanity. Some public matters had helped 
to put an end to the general depression. In view of the menac- 
ing attitude of Russia against India, the British Parliament voted 
to the government the enormous credit of 411,000,000 for arma- 
ments, military preparations, and the increase of the navy. The 
orders for a great number of new iron-clads gave a marked 
impulse to the revival of the iron and steel trade. These large 
investments caused similar efforts in France, Russia, and in the 
empires of the Triple Alliance. The rise of prices in the iron 
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and steel industry as a consequence brought about a rise of coal 
prices. This movement was the signal for the rehabilitation of 
the prices of the other staple articles of international commerce. 

Before this healthy process had time to gain vigor the opera- 
tors in the city had already, before the end of 1887, seized the 
opportunity for the establishment of new concerns and joint- 
stock companies, the shares of which they sold, on account of 
the returning credulity of investors, at rising prices. The favor- 
ite form of new enterprises was this time the metamorphosing of 
private concerns into joint-stock companies. Speculators had a 
general standing rule for such undertakings, which was after- 
wards revealed before the law courts, and which I myself could 
prove by witnesses; they paid to owners of private concerns the 
required price for their business, but asked a receipt for double 
the amount, the additional 100 per cent. being charged for the 
“good will.” With fine instinct the city men hinted that in conse- 
quence of the devastations of phylloxera in Europe and America, 
the opportune time for beer breweries was at hand; and they suc- 
ceeded, first, in changing some of the largest private breweries in 
England and Ireland into joint-stock companies. Thus the very 
successful brewery of Arthur Guinness & Co. at Dublin was bought 
with £1,700,000 and changed into a joint-stock company, with an 
increase of the working capital up to 43,200,000. The cele- 
brated pale ale brewery of Bass & Co. was changed into a com- 
pany with a capital of £1,300,000; the brewery of Combe & Co. 
into a company with a capital of 41,080,000; and the pale ale 
brewery of Alsopp & Co. into a joint-stock company with a 
working capital of 43,300,000. In the prospectuses and adver- 
tisements of the promoters not a word was wasted on the ques- 
tion as to how a sudden augmentation of the yearly production of 
beer by £5,000,000 to £10,000,000 could at once find a demand 
from a proportionally increased number of new consumers. A new 
and credulous generation had grown up, who believed in the profes- 
sions of operators promising six or eight per cent. of dividend. 
It is even probable that they spoke the truth when they declared 
that those breweries had realized for their private owners even 
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higher profits. But the sudden enlargement of the production of 
an article like beer, which cannot be preserved longer than a year, 
is quite another matter. Even within the course of a year the 
disillusionizing process began. The Alsopp Company had prom- 
ised six per cent. to its shareholders, but in the beginning of the 
year 1890 could only pay three per cent., because, needing raw 
material for the increased production, it had bought a large quan- 
tity of bad barley from the Continent ; because it had neglected to 
provide at the right time a sufficient number of new beer -sellers 
for the increased product, and they had been secured by com- 
petitors; and because a new and unfavorable method of taxing 
had been introduced. The sharcholders even brought a suit 
against the promotors of the company, but to no avail ; inasmuch 
as the new Act of Parliament, by which in 1890 the responsibility 
of promotors and directors was declared, had not yet been enacted. 
But even before that check, the jobbers had extended their 
speculation in creating new joint-stock companies out of private 
concerns to both continents, purchasing private breweries in 
Germany, Austria, and even in the United States. 

When at last this scheme failed, resort was had to combina- 
tion, by which it was attempted to unite a dozen private concerns 
of similar branches into a joint-stock company, under the same 
conditions of profit for the operators as above stated. One of 
most striking examples of this kind was the founding of the 
Hansard Publishing Union in London. This company failed, 
and in a long lawsuit brought against its chief promoter, Mr. 
Bottomley, many of the devices of speculators were revealed. 
This same Mr. Bottomley had launched in the large London 
newspapers a similar undertaking for Vienna, under the presi- 
dency of Mr. Isaak, the Mayor of London. An English friend 
of mine who had been invited by Mr. Isaak to participate in 
this undertaking as one of the directors, asked me for informa- 
tion with regard to the solidity of the enterprise. I made a 
very thorough examination and found that several concerns, 
viz.,a daily paper (Wiener Tagblatt), a library, a paper shop, a 
profitable advertising business, a printing and lithographing 
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concern, and ‘wo paper mills in the neighborhood of Vienna, 
had been purchased by means of an account payment, to be 
combined into a joint-stock company under the title of ‘The 
Austrian Printing and Publishing Union.” The paper mills had 
no value at all, because their machinery was too old, and they 
were producing nothing. The newspaper could not subsist 
without a subvention. The other concerns were moderately 
profitable, but the price of purchase was fixed so high that they 
could not be made profitable in the new combination. The pro- 
prietor of one concern told me that his contract with Mr. Bot- 
tomley was ready to be completed. The amount was fixed at 
#1,500, but as he was asked, in accepting this sum, to give a 
receipt for £3,000, he retired from the affair. I communicated 
the result of this investigation to my London friend who was 
very glad to escape; and he gave a hint to the Economist by 
which investors were warned; and the needed capital could not 
be found. When some subscribers appealed to the Courts, evi- 
dence was given that a round £90,000 had been dissipated for 
founding purposes, of which nearly the whole amount was a 
gratuity for the Vienna concerns who had a right to keep the 
account payments as a forfeit. 

Simultaneously (1888) at Paris a copper ring had been 
formed, but it failed as early as 1889. A few years before, 
rings, cartels, and pools had, during the extraordinary fall of 
prices, made their appearance also on the European Continent, 
especially in Germany and Austria, among the large industries 
of iron, steel, coal, and sugar. These rings caused an oppo- 
sition to the high import duties, which the large establishments 
had secured through their great influence over prominent legis- 
lators and government officials. They caused, also, a reaction 
of the working people, who combined in numerous strikes and 
in socialistic agitation, which, having come too late, of course 
met with little success. As to the copper ring, the monopo- 
lizing by Rothschild in Paris of the quicksilver mines in Spain, 
and of the work of the diamond-diggers in South Africa, 
seduced the directors of the Société des Métaux in Paris to 
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monopolize the sale of copper. The ring-leaders expected that 
in consequence of the increasing introduction of electrotechnic 
installments, the use of copper must increase, and consequently 
the price must rise. They succeeded in uniting into a coalition 
all the greater copper-works of the world, which bound them- 
selves to sell all their copper to this syndicate at the price of 
£70 per ton, the ring raising the selling price to £80. In con- 
sequence, the copper ring, which was headed by the Directors 
of the Société des Métaux, and under the egis of one of the 
first banks of Paris, the Comptoir d’Escompte, hoarded about 
150,000 tons of copper in the course of a year, the increased 
price having stopped the gale. Inasmuch as only the large 
establishments in Spain, America, Africa, and Australia had 
been received into the ring, small copper-works, of which in 
Hungary alone there are several hundred, were left out. The 
increased price, moreover, brought all unknown stocks to 
market, masses of old copper vessels found their way into the 
smelting pot, and all copper-works increased their production. 
The above mentioned 150,000 hoarded tons of copper repre- 
sented 262,500,000 francs. The capital of the Société des 
Métaux was soon absorbed by this hoarding. In order to pro- 
cure new means, the ring-leaders tried to establish a new 
metal-bank at London; but they failed to find the necessary 
subscribers or investors. English capitalists were ready to give 
loans only on deposits of copper at £40 per ton, but half the 
monopoly price. At this juncture, the Comptoir d’Escompte in 
Paris gave its assistance, by allowing loans on the security of 
copper at £70 per ton, to such an amount that its whole capital 
was engaged, and even the deposits were touched. All these 
means having been exhausted, the syndicate tried to induce the 
large copper - works—the Tamarack Company, the great Spanish 
mines, the Rio Tinto Works, the Tharsis, Masan and Bary Com- 
panies,—to agree to a general reduction of production for a 
short time. The average yearly consumption of copper, amount- 
ing up to that time (1888) to 200,000 tons, had been precisely 
covered by production. Since that time, the latter, in conse- 
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quence of the operations of the copper ring, had risen to 
250,000 tons. The hoped-for agreement between the large 
works failed. While copper came into the market from all 
sides, to profit by the high price, the public diminished its use 
of copper. Only a year had passed when, in the very begin- 
ning of the year 1889, the means of the copper ring became 
exhausted. The leaders could no longer meet their obligations 
to the large copper works, and the latter began to sell in the 
open market. The price began to fall. When the means of the 
Comptoir d’Escompte were also exhausted, Rothschild and 
other rich houses tried to support the ring by giving loans on 
deposited copper valued at the market price, which had already 
sunk to £60 per ton. It was too late. The Manager of the 
Comptoir d’Escompte, who had not only dissipated the bank’s 
own means, but had also touched deposits, destroyed himself; 
the Comptoir d’Escompte and the Société des Métaux sus- 
pended payment at the end of March, 1889, and were forced to 
a liquidation before the Bankruptcy Court at Paris. The Directors 
were condemned to indemnify the creditors, and the Managers 
of the Société des Métaux were punished with imprisonment and 
fines. The shareholders lost their capital. The price of copper 
fell to £38 per ton, and rose again in 1890 only to £60. The 
catastrophe was the more dangerous for the French money- 
market, as the suspension of work on the Panama Canal which 
had absorbed 1,300 millions of French capital from rather poor 
investors, took place nearly simultaneously. 

The revival of business at the beginning of the year 1888 
created also a rush for new companies in the nitrate works of 
Chili, and in the gold mines of Southern Africa, where the dia- 
mond mines near Kimberly had given rise to aspirit of specu- 
lation. Although these investments in general had a solid and 
promising foundation, yet swindling was not to be averted. The 
gold production in Southern Africa had by 1891 reached 
43,000,000, and promises for 1892 £4,000,000; but partly in 
consequence of the breaking out of the Argentine crisis, and 
partly because of the formation of many fraudulent companies 
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which had roused the suspicions of investors, 16 of the most 
prominent gold mines had lost on the price of their shares, as 
compared with the average of 1889, not less than £13,000,000. 
Nevertheless, this production is in general prosperous, despite 
the losses suffered by many too credulous investors. It must, 
of course, be added that the fall of prices of these gold shares has 
not yet reached the nominal price. Meanwhile, gold and silver 
production in Australia is also being carried on to a great extent 
with capital from the mother country; and even in India old 
gold mines have been re-opened which begin to give good divi- 
dends; at least the mines of Mysore are described as very prom- 
ising. The eyes of German, English and French investors 
begin to be directed also to the old gold mines of Transylvania, 
which were formerly worked for some centuries under the old 
Roman dominion. There exist still in Hungary some 200 gold 
mines, which are worked of course on a small scale; in general, 
silver, copper, lead, etc., being obtained simultaneously with the 
gold. These small mines yield only a very moderate profit, but 
that they could become very profitable by the use of better 
machinery is already proved by some foreign companies. The 
Company Harkort—a name which is celebrated in Prussia for 
improvements in the iron, steel and coal works of Westphalia — 
purchased an old mine of this kind, and after working it a few 
years with sufficient capital, made such a success that it is get- 
ting one million of marks net income each year. Another com- 
pany commenced working old Roman pits and tunnels and old 
abandoned ores with very little success, or rather at a loss, when 
the resolution was taken to bore a new hole in order to open a 
deeper tunnel. They found no less than the untouched con- 
tinuation of the stratum worked by the Romans, and are now 
sure to get a very profitable business. 

Swindling was also not a little favored in England by the large 
number of trustee-companies, by which not only investing, but 
also gambling, was encouraged among the middle classes. The 
amount of expansion effected during the three years 1888, 1889 
and 1890, in which latter year the house of cards broke down, 
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can best be estimated by comparing it with that of the previous 
and following years. The total employment of capital in Eng- 
land amounted to: 
£ 98,066,000 in 1887, 
160,149,000 in 1888, 
189,436,000 in 1889, 
142,565,000 in 1890, 
104,594,910 in 1891. 

Whereas France was deterred by the great losses mentioned 
above from taking part in the general revival of speculation, and 
in Austria-Hungary the remembrances of 1873 were a preventive 
to active enterprise,—the gambling mania spread to Germany, 
where Berlin took the leading part. In view of the rising prices 
of industrial shares in the city, operators in Berlin were not slow 
in using all means to inflate quotations, and to stir up investors 
in favor of new joint-stock companies, with the aim of making 
good profits in a short time by always changing their purposes; 
t. é., by selling the shares of new companies in order to get 
money free for the purpose of making other fresh issues. Owing 
to these exertions, and because the general feeling developed 
into a mania, it seemed that golden days might return for Ber- 
lin, and leading papers at Vienna never wearied in incessantly 
blaming the prudent reserve and cool shyness of Austrian 
investors, and in praising the enterprising spirit of Berlin, where 
a new era of prosperity was being inaugurated. The sudden 
change from the lowest depression of business and prices toa 
burning activity was inspiring indeed. 

One new fact, of course, contributed to the temptation to 
make new investments. Encouraged by the rising price of the 
French 3 per cent. Rentes and the reduction of interest on Eng- 
lish Consols, the Prussian government proceeded also to the 
emission of 3 per cent. Consols, and the German Empire fol- 
lowed. This step was in itself quite reasonable, because Prussia 
deserves to have, in every respect, a better credit than France. 
It is sufficient to hint at the enormous state debt of France, 
which requires yearly 1,200 million francs for interest, whereas 
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the Prussian debt of about 6,000 million marks is covered by 
state railways, for purchasing and augumenting which this debt 
was contracted. Not only is the whole interest of the Prussian 
state debt paid from the net income of the state railways and 
domains, but there is even a surplus of more than 100 million 
marks. Nevertheless, German, and especially Prussian, invest- 
ors were disappointed by this emission, because they had not 
been accustomed hitherto to so low a rate of interest. In con- 
sequence, the Prussian 3 per cent. Consols were not in much 
demand ; and although a’ few months ago the French 3 per cent. 
Rentes reached par, the Prussian 3 per cent. Consols were quoted 
only at 87. German investors, at this time, preferred to pur- 
chase foreign securities with high rates of interest; and were 
so imprudent as to be caught by the radiant descriptions of rising 
wealth in Argentina, and to buy stocks and bonds from this 
ill-governed republic, whose downfall I had the honor to predict 
in the Neue Freie Presse, nearly two years before the outbreak of 
the catastrophe. 

When a suspicion of Argentinian securities gradually arose, 
the rush of investors went again to industrial shares, and a great 
rise of their prices was the consequence. During the two years 
of 1888-1889, the prices of the shares of mines and works quoted 
at the Berlin Stock Exchange, and which represent a total capi- 
tal of 421 million marks, were increased by 38 per cent. Brew- 
eries with 69 millions capital saw their shares rise by 6% per 
cent. The stock of transporting concerns with 113 millions 
working capital, rose by 17 per cent.; wood-working factories 
with 9 millions capital, by 11% per cent.; engine and tool machinery 
works with 92 millions capital, by 49 per cent.; building societies 
with 70 millions capital, by 23 per cent.; chemical works with 30 
millions capital, by 41 per cent.; gas and water companies with 
27 millions capital, by 4 per cent.; textile factories with 30 
millions capital, by 27% per cent.; paper manufactories with 14 
millions capital, by 7 per cent.; sugar factories with 13 millions 
capital, by I9 per cent.; various other joint-stock companies for 
industrial purposes with 139 million marks capital, by 20 per 
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cent It is, of course, not to be wondered at that such success 
stimulated the mania for issues on a large scale and in almost 
all branches of large production. It is interesting to examine 
the number and capital of German joint-stock companies which 
were founded in the two critical periods at the beginning of the 
eighth and the end of the ninth decade of this century. 





Year. Number of New Capital Year. Number of New Capital 
Companies. | Million Marks. Companies. | Million Marks. 





1871 203 749 37 1885 70 53 47 
1872 478 1,016 21 1886" 113 103 94 
1873 162 313 73 1887 168 128 41 
1874 30 98 15 1888 184 193 68 
1889 360 402 54 
1883 192 176 03 1890 236 270 99 
1884 153 Ill 24 1891 85 88 67 























It has been calculated that during the years 1871-1890 more 
than 3000 joint-stock companies were formed with a working 
capital of 4,850 million marks. Another compilation gives the 
number of newly-founded joint-stock companies in the four years 
from 1887-1890 as 948, and the capital as 995,633,000 marks." 

Precisely as in London, and on similar occasions in former 
times which ended with the outbreak of crises, so also at Berlin, 
the issue of shares of new joint-stock companies became a special 
business. So eager was the greediness of the public that all 
promises found willing credit, and the total amount of the capi- 
tal subscribed for new compaaies reached the sum above quoted, 
which, being withdrawn from other concerns, of course stopped 
business in other branches. Ina great many of the new com- 
panies the managers over-reached themselves, creating profits and 
benefits based only on the “good will,” which in many cases hin- 
dered a successful issue. Swindling went on so unblushingly that 
some operators did not stop their greedy proceedings till they 

1I might go too far in trying to enumerate all these companies, but it may be 
useful to give at least the chief branches : 

Agricultural companies, cattle-rearing concerns, mines, works and salines, quar- 
ries, etc., metal factories, machinery, chemical works, heating and lighting, textile 
branches, paper, leather, wood and carving concerns, sugar factories, beer breweries, 


spirit factories, etc., clothing, building companies, polygraphic concerns, banks, 
assurance companies, railroads, etc. 
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had launched a dozen new companies, or were obliged at last to 
stop payment. lt was at this time that the official German Im- 
perial Gazette (Der Deutsche Reichsanzeiger) felt obliged to utter 
a warning. It complained that even the Act of the 18th of July, 
1884, by which the joint-stock legislation had been improved on 
the basis of the experience gained during the crisis of 1873, had 
not been able to prevent inflation. Business on the Berlin 
Bourse had taken a dangerous turn. Out of the shares which 
had been introduced at the Berlin Stock Exchange, in 1886 in 
seven cases, in 1887 in nine cases, in 1888 in seventeen cases, 
and in 1889 in twenty-eight cases, the companies had 
only just been founded, or changed from private concerns into 
joint-stock companies. And, as a rule, the founders tried to sell 
their shares as soon as possible at a profit, leaving the new under- 
takings in the hands of other shareholders, whose directors were 
not always perfectly acquainted with the business undertaken. 
Again, out of seventy-five instances of mines and works which 
were introduced at the Berlin Bourse, the shares of only eleven 
were officially quoted, whereas the rest were dealt in in the open 
market. The chief of a large iron-works in the Rhine country 
declared that more than double the book-value of his business 
had been offered to him, if he would consent to change it into a 
joint-stock company; but he refused, because he foresaw great 
injury from the excessive overproduction of new shareholder’s- 
companies. Some might perhaps pay large dividends for a year 
or so, but afterwards a reaction would take place, and, as in i 
1873, a great many people with small means might be ruined. 
Near the end of 1889 the mania had become so extravagant, 
the swindling so reckless, the credulity and greediness of in- 
vestors so great, that coal speculators predicted the immediate 
outbreak of a crisis. But this time the imminent danger was 
warded off by the powerful intervention of the Bank of Eng- 
land and of the German Imperial Bank. The former had already 
in the autumn given a first warning by raising the rate of dis- 
count. As this had been of no avail, it raised the rate on the 
31st of December, 1889, to 6 per cent. This sudden and pro- 
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nounced warning made a great impression. Investors cooled, 
money was instantly no longer ready for swindling purposes, but 
was hoarded. A great many bubbles collapsed at their incep- 
tion. The assistance of the Bank was very great on this 
occasion. It discounted in two days more than six million pounds 
sterling. The first danger was averted. 

At Berlin, also, the impending danger was prevented by the 
extraordinary intervention of the Reichsbank. Relying on the 
solidity of its position, the Director did not adopt the policy of 
raising the rate of discount in order to prevent a panic; on the 
contrary, he reduced the rate from 5 to 4 per cent. in February, 
1890. But, on the settling day of the 31st of March, the most 
important day of the whole year for Berlin, becavse the wool- 
market wanted 75 million marks more credit from the Bank, the 
danger rose to its height. The Bank, which is so wisely guided, 
raised its circulation of notes at once by 154 million marks, and 
its discounts by 141 millions. 

At the end of April the Bank of England was already in a 
position to reduce the rate of discount to 3 per cent. The 
danger seemed to be averted, and the British Parliament passed 
the new Act above quoted, by which not only the authors, pro- 
motors and directors of new joint-stock companies were to be 
held responsible for the exactness and truth of prospectuses, but 
also the engineers and other specialists, on whose opinion the* 
reputation of the new company is based. During the debates on 
this bill, some members of Parliament gave graphic accounts of 
cases in which investors had been cheated by prospectuses which 
had appeared in London papers, and in which the names of most 
respectable firms, lords, and members of Parliament were paraded 
as directors. Some of them got their living by this participation 
in new companies. In the Directory of Joint-Stock Companies it 
may be seen that 26 members of the House of Commons were 
directors in 213 companies; 23 members of the House of Lords 
were directors in 122 companies, of which 85 pay dividends, 26 
have no net income, and 11 were newin January, 1890. Accord- 
ing to the old law such show-directors were not liable. One 





THE CRISIS OF 1890. 231 


member of the House of Commons estimated that, during the 
three years 1887-89, 180 millions had been drawn from the 
pockets of investors by bubbles. 

Thus, some months elapsed in which it was hoped that the 
menacing danger was subsiding, when in June the long expected 
and fearful crisis in Buenos Ayres broke out. The government 
of Argentina hoped to retrieve the catastrophe by a loan of 
410,000,000 which had been offered by a syndicate of London 
bankers, at whose head stood the old firm of Baring Brothers. 
This large house, in common with other bankers who had issued 
Argentinian loans, de Murietta, J. S. Morgan & Co., Stern 
Bros., Morton, Rose & Co., L. Cohen & Sons, had a deep interest 
in helping Argentina through the struggle, because an enormous 
amount of issues of recent Argentinian loans had been left in 
their coffers, investors having taken alarm too soon. This sus- 
picious attitude was speedily justified by the refusal of the Argen- 
tine government to agree to the claim of the syndicate to make 
no further issues of notes or bonds of mortgage banks during 
the next three years. After this shock, a great many steps were 
taken to reéstablish confidence. The first was a moratorium for 
three years; but as inflation was continued, the premium on gold 
rose to 365 per cent., and as foreign commerce became wholly 
demoralized because the debtors in Argentina stopped payment, 
either from want of means and the stagnation of trade, or be- 
cause they hoped for better foreign exchange, the revenues of 
the Republic, which consisted chiefly of customs duties, suffered 
such a reduction that even the most necessary expenditure for 
the wants of administration could not fairly be got. The actual 
situation is such that even after the expiration of the moratorium 
there is no hope of reassuming the payment of interest; and all 
reports from Buenos Ayres agree in the opinion that the Euro- 
pean creditors, if they wish to get anything, must reduce their 
claims from 5 or 6 per cent. interest —capital is not to be got— 
to 2% or even 2 per cent. I cannot enter into the details of this 
scandalous catastrophe. The London bankers issuing these stocks 
hoped for more than four months for a change in the financial or 
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political affairs, and a consequent rise of prices, that they might 
lighten themselves of their burden of Argentine securities; but 
it was in vain, and even after their collapse at the beginning of 
November, 1890, the prices of these stocks, bonds and shares, 
sank unexpectedly low. 

After the settling day of the Ist of November, 1890, which 
was exceedingly difficult in the city, the situation of the largest 
banking-firms issuing Argentine stocks was so strained that it 
could no longer be maintained. The leader of the banking- 
house of Baring Brothers made the discreet announcement to 
the governor of the Bank of England, Mr. Letterdale, that the 
firm, by reason of its enormous stock of Argentine securities, 
was obliged to stop payment. That was the frightful end of a 
house which used to book a net income of one million pounds 
sterling per annum, a firm which already had an international 
influence when the first Rothschild still bought and sold old 
clothes,— whose founder, Francis Baring (connected, like the 
present Chancellor of the Exchequer, Mr. Goschen, with Bre- 
men), was a friend of the elder and the younger Pitt, and who, 
in the period of the abundance of great loans after the fall of 
Napoleon I, competed for the favor of the European powers 
with the rising financial power of Rothschild; a firm from which 
sprang three families of the Peerage, Lords Ashburton and Nevel- 
stoke, and the Earl of Northbrooke, together with ministers, 
bishops and a viceroy of India. Their device, Virtus in arduis, 
had not remained their guiding star. The firm of Baring 
Brothers and that of Murietta, an old Spanish house, had put 
out during the years 1881-1889, 442,000,000 of Argentinian 
loans on the English money market, of which £20,000,000 alone 
had been issued in 1888, and nearly £8,000,000 in 1889. The 
greater part of the latter loan had remained in the coffers of the 
issuing houses, because distrust had spread among investors in 
consequence of the illegal re-issue by the Argentine banks of 
$92,000,000 of paper money which had been withdrawn by the 
Argentine government. 

It was an act of generosity on the part of the powerful com- 
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petitor of the Barings, the head of the house of Rothschild, that 
he was ready at the critical moment, together with the Bank of 
England, to arrest this fall; remembering, perhaps, that the col- 
lapse of the house of Overend, Gurney & Co., in 1866, had 
caused such a run on the Bank that the total reserve sank to 
£730,830, and that after having discounted in a single week 
more than £4,000,000, the government felt constrained to sus- 
pend the Bank Act. Baron Rothschild and the Bank of Eng- 
land succeeded in making up a subscription of 415,000,000, 
and in getting a loan from the Banque de France at 3 
per cent. A guarantee committee was organized and the 
governor of the Bank undertook to direct the liquidation, the 
Bank making an advance of £7,000,000,—thus aiding the 
liquidation of the old firm of Baring Brothers. In order to 
preserve the extraordinary clientéle of the old house, which 
spread over the whole world, some members of the house, with 
other bankers, established a new joint-stock company with 
limited liability, under the same title, with a capital of £1,000,- 
000. 

In the course of two years the liquidation committee had sold 
securities to an amount sufficiently large that there remained to 
be paid only the advance of the bank, £7,000,000. But since 
the beginning of 1892, all hopes of a speedy revival of Argen- 
tine affairs having disappeared, the prices of Argentine stocks, 
shares, and bonds have fallen so low that the assets of the old 
house of Baring Brothers will scarcely leave any surplus for the 
members of this house at the expiration of the period of liquida- 
tion, which ends in one year and three months. The inventory 
of the assets was compiled according to the prices of October 
31, 1890; but they have since fallen very seriously, in fact, from 
20 to 40 per cent. 

The old Spanish house of Murietta & Co. followed in the steps 
of Baring Brothers, and had also to be sustained in order to pre- 
vent a general collapse of business. The other issuing houses 
were also so assisted by friends that they were kept up, but the 
River La Plata Bank was obliged to suspend payments. With 
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scarcely £1,000,000 capital it had liabilities of nearly £10,- 
000,000. 

The whole human race seemed to be in collapse: revolution 
and financial bankruptcy in Portugal and Brazil, the coup d'état 
in Chili, war in Central America, a financial and commercial 
crisis in Argentina, a building crisis in Italy. With such a com- 
pound mixture of financial losses and dangers, it is not surpris- 
ing that the minds of European investors became utterly 
depressed ; that, notwithstanding the continued existence of peace, 
money was more and more expended on the first-rate stocks; 
that the spirit of enterprise was extinguished; that banks and 
bourses were overflowing with money; that bullion and coin in 
the Bank of England and in the German Imperial Bank sur- 
passed for months the circulation of notes; and that the rate of 
discount for three months’ bills sank below one per cent. per 
annum, a rate which for so long a space of time had never been 
known before. 

One circumstance helped to increase an abundant store of 
gold in the large banks,—although the standard and currency 
reform in Austria, already adopted by legislation, will absorb at 
least $100,000,000 of gold from the money market: I mean 
the Silver Act in the United States, which is driving gold to 
Europe. But this subject is not within my present plan. The 
question is now, how long will this recent extraordinary depression 
of business last in Europe? The efflux of gold from the United 
States caused by the new Silver Act might help to revive again 
the spirit of enterprise, but for the apprehension that a sudden 
change of the American currency policy might disturb opera- 
tions in Europe. 

But there are other facts and symptoms of an early revival, at 
least in Germany and Austria-Hungary. First, the new treaties 
of commerce between the states of Central Europe cannot fail to 
improve commerce. Austria-Hungary enjoys a reduction of 
duties on corn; so that Russia has proposed to the German 
government a commercial conference, which has already opened at 
Berlin. Italy, which is still depressed by the results of the building 
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crisis in Rome and Naples, will enjoy an increasing trade in her 
enormous wine-production, inasmuch as the vineyards of Italy 
have not been so much ravaged by phylloxera as those of France 
and Austria-Hungary. Austria-Hungary is in reality, since the 
11th of August, feeling the effects due to the establishment of 
the gold standard, the Bank being empowered to buy gold with 
its notes. Before the new gold coins were minted, and even on 
the first three days, two million florins of gold were presented. 
The work of opening the Iron Gates of the Danube is going 
on very well, so that navigation will be opened for ocean 
steamers up to Budapest in three years. Tle crops are at an 
average in the greater part of Europe, and if the approaching 
cholera does not disturb the minds of business people,—stop- 
ping probably for the winter at the door of Russia,—the begin- 
ning of a revival may be expected by next spring, although the 
losses inflicted by Argentina and by over-speculation in bubbles 
will not very soon be repaired. Max WIRTH. 
VIENNA. 








ECONOMICS AT BERLIN AND VIENNA. 


Since the publication of Roscher’s Grundriss zu Vorlesungen 
tiber die Staatswissenschaften nach geschichtlicher Methode, in 1843, 
in which the ideas, since characterized as those of the Historical 
School, first found systematic formulation, Germany has been 
the scene of an almost uninterrupted struggle for supremacy 
between conflicting opinions concerning the most fundamental 
questions in political economy. Among these questions there 
is none more interesting or more vital than that as to the prop- 
er method to be employed in economic investigations, and few 
intellectual battles have been fought with more vigor and with 
a more equal mustering of ability in the rival camps than has the 
famous Methodenstreitt. For some time it seemed as if the 
Historical School was going to carry all before it. Its acute 
criticisms of the system of economics built up, largely with the 
aid of abstraction and deduction, by Adam Smith and his imme- 
diate followers, were unanswerable. Attacked also by the Social- 
ists, economic theory was rapidly falling into ill repute, and with 
it the method upon which it had rested. 

As was to be expected, a reaction set in. The leader in this 
reaction was Professor Karl Menger, of Vienna, who, in his 
Grundsitze der Volkswirtschafislehre, published in 1871, tried 
to demonstrate that the errors of the Classical School were due, 
not to the choice of a wrong method, but to the wrong use of a 
right method, by employing the same method of abstraction 
and deduction to arrive at theories more in harmony with observed 
facts. In 1883, attacking the methodological question directly, he 
published his Untersuchungen iiber die Methode der Socialwissen- 
schaften, und der Politischen Oekonomie insbesondere, in which he 
subjected the doctrines of the Historical School to a thorough- 
going criticism. He concluded that for theoretical Economics 


there is but one method,—that which he calls the “exact” 
236 
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method, founded, to be sure, upon an analysis of the materials 
furnished by economic history and by every-day experience, and 
requiring to be verified by observation, but quite distinct from 
the inductive method. 

Of all the criticisms called forth by this work none was more 
uncompromising than that of Professor Gustav Schmoller, of Ber- 
lin. Inthe polemic which followed, Professor Schmoller figured 
as the leader of the extreme left of the Historical School, and 
would hear nothing of economic theory in the present unripe condi- 
tion of our science. Professor Menger, on the other hand, asserted 
that, without theory, economic science, as all science, is impos- 
sible. The controversy was heated and of an unnecessarily 
personal character, and without doubt both parties to it said 
rather more than they intended. It was none the less of a 
decided scientific value, and did much to clear the atmosphere 
of many misapprehensions concerning the real nature of the 
methodological question that were common to both. If this 
question was not thereby finally settled it was, at any rate, placed 
in a clearer light. ; 

What Professor Marshall says in regard to method may be 
quoted as a very fair summing up of contemporary German 
opinion: “Induction and deduction go hand in hand. 

There is not any one method of investigation which can properly 
be called the method of economics; but every method must be 
made serviceable in its proper place.”* To some minds this 
denotes that the question of method is really a question of tem- 
perament and intellectual bent. Let everyone employ that 
method that seems best fitted to his hand; the field is large 
enough for all, working with all sorts of tools. To others such 
a glossing over of the question is decidedly unsatisfactory. To 
them, such an answer points eloquently to the backward con- 
dition of economic science, and calls, not for indifferentism 
respecting the question of method, but for a more strict classifi- 
cation of the economic sciences. If there is room for the 
employment of all methods in political economy, it is high 


*Principles of Economics, 2d ed., pp. 88 and 89. 
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time we were deciding what particular method is appropriate to 
each particular department of the subject. 

It is a partial answer to this question—a very concise one, 
uufortunately — which Professor Menger has attempted to give 
in his latest writing upon this subject.t There remains to be 
written, however, a comprehensive summing up of the whole 
question, a logic from the standpoint of the economic sciences, 
and it is upon such a work that Professor Menger is now engaged. 

Not only because of the prominent part they have taken in 
the methodological controversy, but also because of their con- 
tributions to economic literature in other fields, on the one hand 
to economic theory and on the other to economic history and 
statistics, Professors Karl Menger and Gustav Schmoller are 
to-day two of the most conspicuous figures in the German 
economic world of letters. 

While the war of methods has been waging between the 
Menger faction and the Schmoller faction of German economists, 
Professor Adolph Wagner, the distinguished colleague of Pro- 
fessor Schmoller, at Berlin, has been devoting his prodigious 
energy to working out his own scientific ideas in his own 
way. To-day he is conspicuous as the acknowledged German 
authority on all questions of public finance, and as the editor 
and, to a large extent, the writer, of a Handbook on Political 
Economy? which, for comprehensiveness, promises to be an 
advance upon the well-known, three-volume handbook edited by 
Professor Schénberg. 

At Vienna, working along by the side of, and in fruitful 
codperation with, Professor Menger, is Professor Bohm-Bawerk. 
At present actively employed in helping to bring order out of 
the chaos of Austrian finances, he yet finds time to conduct a 
seminar, and to meet students really interested in economic ques- 
tions, at his very pleasant home. Professor Béhm-Bawerk has been 

*Grundsiige einer Klassification der Wirtschaftswissenschaften. Conrad’s Jahr- 
biicher, n. 7, Bd. xix. pp. 1-32. 
*The handbook is divided into five principal parts, and will consist of at ‘least 


fourteen volumes. Cf. Wagner, Grundlagen der Volkswirtschaft. Leipzig, 1892, 
pp. 2 and 3. 
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called the “Ricardo of the Austrian School,” of which, by a 
less apt comparison, Professor Menger is the Adam Smith. By 
his two-volume work on “ Capital and Interest,” be his conclusions 
accepted as final or not,” he has certainly won for himself a last- 
ing place in the history of the development of economic 
thought. 

To these four men, Menger, Schmoller, Béhm-Bawerk and 
Wagner, the eyes of the economists of all nations are at present 
directed, as to the most conspicuous representatives of our science 
in the country in which that science has been most assidu- 
ously and most fruitfully cultivated during the last fifty years. 
To the great universities which are the scenes of their peda- 
gogic activities, attaches an unusual interest for economists. 
Berlin and Vienna are, at the present time, magnets, attracting 
to themselves economic students from all countries. A descrip- 
tion of the work being done in political economy at these insti- 
tutions would, therefore, seem not out of place in the JoURNAL 
oF PoLiTicaL Economy. 

In what follows I have, as far as practicable, limited myself 
to my personal observations as a student, first at Berlin—in the 
summer semester of 1891-g2—and at present at Vienna—in 
the winter semester of 1892-937. 

As is well known, the German university year is divided into 
semesters. The winter semester begins usually about October 
15 and lasts until March 15; the summer semester begins about 
April 15 and lasts until August 15. This nine months of nomi- 
nal working time, is reduced in reality to about seven in which 
lectures may be heard, four during the winter and three during 
the summer semester. 

To show the reader what a bewildering task it is to map out 


*There are at present three rival interest theories in the field, all based upon the 
marginal utility theory of value, viz.: the theories advanced respectively by Professors 
Bohm-Bawerk, Menger and Wieser. 


*The reader wishing for a more comprehensive sketch of instruction in econom- 
ics in Germany, may be referred to an admirable monograph by Mr. Henri St. Marc, 
“Etude sur lenseignement de l’economie politique dans les universités d’Allemagne 
et d’Autriche. Paris, 1892, pp. 1-140. 
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a course, I quote the courses in Economics that were announced 
for the summer semester of last year :— 

1. General or theoretical Political Economy, by Professor 
Schmoller. Four hours a week. 

2. Special or practical Political Economy, by Professor 
Wagner. Four hours. 

3. Political Economy (for students of the Agricultural 
College), by Dr. Serving. Four hours. 

4. Public Finance, by Dr. von Kaufmann. Four hours. 

5. Public Finance, by Dr. Sering. Four hours. 

6. Theory of Statistics, by Professor Béckh. Two hours. 

7. History and Technique of Statistics, by Professor Mezt- 
gen (lectures and practice). Two hours. 

8. Statistics of the German Empire, by Professor Mettzen. 
Two hours. 

9g. Economic and Social History of Germany, from the 
beginning of the Middle Ages until the Peace of Westphalia, 
by Dr. Honiger. Two hours. 

10. Lectures upon the nature and history of economic 


“undertaking” and the forms of “undertaking,” by Professor 
Schmoller. One hour and one-half. 


11. Money and Banking, by Professor Wagner. Two hours. 

12. Trade and Colonial Policy until 1800, by Dr. Rathgen. 
Two hours. 

13. Industry, Trade and Politics (including the labour 
question), by Dr. von Kaufmann. Three hours. 

14. The Social Question, by Dr. Oldenberg. Two hours. 

15. The Forms of Public Credit (the character of state 
and local indebtedness), by Dr. von Kaufmann. One hour. 

16. Seminar (‘‘ Vebiingen”’) Economics and Public Finance, 
by Professor Wagner. Two and one-half hours. 

17. Statistical Seminar, by Professor Béckh. Two hours. 

18. Seminar for Economic History, by Dr. Hoéniger. Two 
hours. 

19. Seminar for social science combined with excursions, by 
Dr. Sering. Once a week. 
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Beside these courses in political economy, there is a tempt- 
ing array of announcements for each of the related sciences, for 
history, politics, law and philosophy. Under the circumstances, 
the first lesson to be learned by the student is that of 
limitation. Fifteen hours weekly is a liberal allowance for 
a special student, and this means that at least two-thirds 
of the economic courses must be neglected, even if, which is 
unlikely, the student has no desire to browse in other fields. 
In any case, the courses offered by Professors Wagner and 
Schmoller are those which particularly interest us here, and it is 
to a description of these that I shall devote special attention. 

As an examination of the courses I have enumerated will 
show, the economic work at Berlin is so arranged that there 
are comparatively few rival courses offered. Professors Wagner 
and Schmoller, though differing decidedly in their convictions 
concerning many of the most fundamental questions of the 
science, have, nevertheless, for some years worked along side by 
side in outward harmony. Those students for whom questions 
of theory and of public finance have a special interest usually 
count themselves Wagner’s pupils; others with a bent for his- 
torical and statistical researches, fall as naturally to Schmoller. 
In the winter semester, the former is in the habit of lecturing 
four hours a week upon theoretical political economy, four hours 
a week upon public finance, and two hours a week upon Social- 
ism and the history of economic dogma. Schmoller lectures 
during the same semester four hours a week upon practical politi- 
cal economy, and holds his seminar for economics and statistics. 
In the summer -semester, Wagner lectures on practical political 
economy, and holds his seminar, Schmoller lecturing during the 
same period upon theoretical or general political economy, and 
upon the history of some particular economic institution, a work 
in which his genius appears at its best. By following out this 
arrangement, each is enabled in the course of the year to pre- 
sent a symmetrical system of political economy from his own 
particular standpoint without, at the same time, entering directly 
into competition with the other. The advantages springing 
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from such tacit codperation are too obvious to require emphasiz- 
ing. 

The division of political economy into general and particular, 
or into theoretical and practical,’ has long been common in Ger- 
many. The distinction is broadly that made in English between 
economics as a science and economics as an art, and does not 
need to be dwelt upon here. 

Professor Adolph Wagner, although already in his fifty- 
eighth year, retains unimpaired the energy and enthusiasm of a 
young man. Beginning his economic career as the pupil and 
follower of Rau, he gradually outgrew the ideas of the classical 
school, was in 1872 one of the founders of the Verein fir 
Sostal-politk, and has since been known as a leading “socialist 
of the chair.” His connection with the Verein fir Soztal-politik 
lasted but a few years. His opinions respecting the function of 
the state as an agent in effecting social reforms were too radical 
even for his associates, and he finally withdrew, leaving the field 
to Schmoller, Brentano and their followers. 

During the last twenty years, in spite of many distractions, 
Professor Wagner has, with tireless energy, proceeded towards 
the completion of his great ‘‘ Handbook,” which has made his 
name familiar to the economists of all countries. 

It is not, however, with Professor Wagner as an author, but 
with Professor Wagner as a teacher, that we have especially to 
do. The energy and earnestness that prevades all of Professor 
Wagner’s actions is, the reader may be sure, rather intensified 
than otherwise when he mounts the rostrum. His appearance, 
when seated behind his high desk delivering a lecture, is striking 
enough. His features are prominent, and furnish a good index 
of his character. In his chin and mouth, only partially con- 
cealed by his thick and slightly grizzled mustache, one reads the 
man of prompt action and of resolute will, a born soldier in a 
nation of soldiers. The facial resemblance between Wagner and 

*These pairs of terms are usually employed as synonyms, though, in strictness, a 


distinction should be drawn between them. Cf. Menger: Grundsiige einer Kilassifika- 
tion der Wirtschaftswissenschaften, p. 10. 





ECONOMICS AT BERLIN AND VIENNA. 243 


Bistnarck, not so striking at present as formerly, I believe, has 
often been remarked upon. When lecturing, his delivery is rapid 
and émphatic, his voice harsh but not unpleasant. He uses his 
notes only for occasional reference, being enabled by his remark- 
able memory to carry the substance of a two-hour lecture in his 
head without apparent effort. Asa lecturer, he, like many of his 
colleagues, is open to the criticism of paying too much attention 
to the matter and too little to the form of his utterances. 
To his unusually logical mind all facts come in groups, clas- 
sified in advance. His lectures are so filled with “ erstens” and 
“gwettens” that the hearer is apt to lose the kernel of his 
thought altogether in trying to keep clearly in his head its 
proper position in the hierarchy of ideas presented. As 
regards the matter of his lectures, it is needless to say 
much to any one acquainted with his writings ; a wealth of strik- 
ing illustrations and interesting facts borrowed from the eco- 
nomic histories of all countries, great succinctness of statement 
and logicalness of treatment —these are characteristic features. 
The fundamental idea that prevades and gives unity to Wag- 
ner’s economic system is the “social” idea. Analyzing the his- 
tory of the development of economic thought, he sees, on the 
one hand, the system of tndividualtsm, dating back to the Physi- 
ocrats and Adam Smith, the fundamental tenet of which is‘ 
the ‘‘/atssez- faire’ doctrine; on the other, the doctrines of the 
socialists and communists, representing a timely reaction from the 
individualism of the classical school, but, as is usual with reac- 
tions, going too far to the other extreme. The standpoint of 
socialism he accepts as the only rational standpoint, 7. ¢., the 
good of the community, of society, must be the starting point in 
political economy, and not the good of the individual or of any 
group of individuals. But, starting out with this principle, it is 
necessary to take strict account of existing institutions, on the 
one hand, and of the nature of man onthe other. In neglecting 
this latter point, 7. ¢., in failing to ground economics upon a 
rational system of psychology, socialism has committed its cardinal 
error. Wagner prides himself upon appreciating and adopting in 
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his own system what is best in both extreme positions. He 
judges everything from the social standpoint ; regards, for exam- 
ple, the juster distribution of incomes as a legitimate motive for 
guiding the action of a state in laying its taxes, but he by no 
means overlooks the importance of self-interest as one of the 
principal impelling motives to all human action. 

The practical conclusions which he draws from such a line of 
reasoning may be briefly summarized as follows: 

The institutions of private law, and especially private prop- 
erty, are justifiable only so long as they serve the best interests 
of society; there is nothing inviolable or sacred about them; in 
fact,as at present existing, they are very far from fulfilling the 
requirements of an ideal system. Social and economic reform 
must be preceded by the reform of the legal ideas which con- 
stitute the very framework of society. By reform, however, he 
does not understand any such radical measure as, for example, 
the abolition of the institution of private property, but rather 
such modifications in this and other existing legal institutions as 
shall cause them to better serve the interests of society, without 
at the same time neglecting self-interest as the chief economic 
motive of all action. , 

In such a reform the state is assigned by Wagner to a very 
important réle. The “ good-of-the-whole” is the only justifi- 
able principle by which to guide state action. It is in this 
sense and this sense only that Professor Wagner is a “state 
socialist ” or a “ socialist -of-the-chair,” as are many other lead- 
ing German professors, such as Professor Schaffle. They form no 
school,—even the name was thrust upon them by hostile critics,— 
but none-the-less they represent a dominant factor in German 
economic thought. 

In his courses upon “ practical political economy ” and upon 
“money and banking,” Professor Wagner had naturally little 
occasion to expand his theoretical system. Inthe former course 
he treated in great detail the subject of agriculture, manufactur- 


*For a more complete statement of Wagner’s views, see his “ Grundlagender 
Volkswirtschaft.” Leipzig, 1892, especially pp. 5-67. 
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ing industry, trade and transportation, laying down general rules 
to guide the action of the state in its relation to these industries. 
In his course on “money and banking” he discussed the 
history, nature and function of moneys, the history and statistics 
of the production of the precious metals, monometallism versus 
bimetallism, coinage and the reform of the German system of 
coinage, the nature of banking and the relation of the state to 
this industry, the various kinds of banks and the reform of the 
German bank-note system. Especially instructive were his views 
concerning Germany’s true interest in reference to the silver ques- 
tion. Although regarding her present monetary situation as par- 
ticularly favored, he by no means believes that this is a suffi- 
cient reason for her taking no part in the movement directed 
towards the securing of a more adequate and flexible medium 
than is gold, as a basis for the world’s commercial transactions. 
On the subject of method Professor Wagner’s views coin- 
cide almost exactly with those of Professor Marshall already 
quoted.* He expressly says,? however, that he has much more 
sympathy for the earnest attitude assumed by Professor Karl 


Menger towards the methodological question, than for the criti- 
cally indifferent attitude of his colleague, Professor Schmoller. 

It is in his Seminar, however, that Professor Wagner appears 
at his best. This course, styled ‘ nattonalikonomische und 


finanzwissenschaftliche tibungen,” is designed cnly for students 
making a special study of political economy. Its meetings last 
year were held upon the Tuesday and Wednesday evenings 
of each week and lasted regularly from one to two hours. 
At the first meeting, there were twenty-seven students pres- 
ent, of whom thirteen were Germans, two Austrians, three 
Hungarians, three Russians, one Japanese, and four Americans — 
a sufficiently heterogeneous gathering. The meetings were held 
in the Seminar library, an institution of which I shall have occa- 
sion to speak later. There, seated at long tables arranged in 


*Compare his “ Grundlagen,” p. 18. 


*Idem., “ Zinleitung” p. vii, and Vol. 1, No. 1, 0f the Journal of Political 
Economy, p- 110. 
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the form of a hollow rectangle and surrounded on all sides oy 
books, we were welcomed by Professor Wagner, and told briefly 
concerning the nature and object of the course we proposed to 
follow. 


Professor Wagner’s conception of a Seminar is that of a 


course in which the professor takes for the time the minor réle 
of director and the students themselves become the lecturers. 
Upon the occasion of our second meeting, the director submitted 
to each one of us in turn a series of questions in regard to our 
former work in economics, our preferences in the science and 
the motives which had led us to enter his course. The answers 
te these questions were designed more for our own instruction 
than anything else and accomplished their purpose remarkably 
well. From them I learned, in a short hour, more about the 
character and acquirements of my fellow students, about the 
extent of their work in economics and their intellectual sympa- 
thies than I would have learned during the whole semester, if left to 
myself. I was particularly surprised to observe the advanced 
age of most of the members. The majority were already doc- 
tors of philosophy, many public officials, some advocates. Only 
the foreigners seemed to be what we would call “ specialists ” in 
political economy, and only a few of them were looking forward 
to teaching as a profession. 

Each of us having given a short sketch of his mental history, 
and declared his preferences in the economic field, the director 
next took up the subject of ‘“ Ardeiten.” He explained that, 
owing to the shortness of the semester, only ten or at most 
twelve essays could be read and that these must not exceed 
thirty minutes in length. Upon inquiry it proved that there 
were just twelve aspirants to take an active part in the exercises 
of the course. 

The difficult task of assigning work to such as desired it was 
performed by Professor Wagner in a way to excite general 
admiration. As far as possible, the inclinations of each member 
were encouraged in the division of themes, but to the same ex- 
tent that vagueness manifested itself in the mind of any stu- 
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dent, did the director assume an arbitrary tone. Those who 
wished a particular line of work, were in general given it ; those 
who did not know exactly what they wished, were assigned such 
work as seemed to the professor best to harmonize with what 
had already been taken. Each one was, before the evening was 
over, assigned his special task and each one was, apparently, 
satisfied. By the time the first paper was read, dates had been 
fixed for the reading of all the rest. Thus at the very outset, a 
programme for the whole semester was arranged from which 
only slight variations were subsequently made. 

The field covered by the essays was very large. Papers were 
read upon the wage-fund theory, wages in general, the social- 
istic theory of value, statistics of the production of the 
precious metals, the silver question with special reference to 
India and the East, upon the history of the rise of the Hamburg 
market, the Austrian monetary situation, the taxation of in- 
heritances, the Prussian income tax, Adam Smith and the 
Physiocrats, and upon canals and railroads. Of these eleven 
papers three were presented by Americans. Professor Wagner’s 
remarkable grasp of economic literature became apparent when 
he began to discuss in detail the bibliography belonging to each 
of the assigned subjects. He was able without notes, not only 
to recall the titles of the principal works bearing upon the 
question in hand, but also to give a critical estimate of each. 
His practical suggestions as to the best method of treating each 
subject were also of the greatest value to the student. The 
director required that the papers should be handed to him 
a few days before they were to be presented and he always 
prefaced their reading with a critical analysis calculated to give 
direction to the debate which was to follow. Nor did he hesi- 
tate, during the reading, to interrupt the speaker whenever a 
statement seemed to lack clearness or accuracy—a practice which 
I cannot but think unfortunate, in that it tended to make students 
over cautious about advancing any original opinion whatever 
and, at the same time, distracted the minds of the hearers from 
the thread of the argument in process of development. 
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So much as to the formal character of the Seminar. Now 
what can be said of its value as a means of imparting instruction ? 
My experience leads me to believe that no matter how well a 
Seminar of such a general character is conducted, unless its 
membership is strictly limited to ten students, the results at- 
tained will always be unsatisfactory. The preparation and 
presentation of a paper before a body of fellow-students is of 
the greatest value to the individual directly concerned; to his 
fellow -students, however, of comparatively little value. Those 
who work in a Seminar get a great deal out of it ; those who merely 
come to listen, in this instance the majority, almost nothing. 
The discussion is usually limited to a debate between the pro- 
fessor in charge and the reader of the paper; when, upon rare 
occasions, it does become more general, it is very seldom to the 
point. In this particular instance the papers read were, asa rule, 
excellent. Professor Wagner’s criticisms were of the greatest 
value, but seldom was there anything like a general debate. 
Five or six of the students present were fond of talking, and 
did so without much reference to their grasp of the question 
under discussion ; diffidence or indifference kept the rest eter- 
nally silent. 

There is, however, a social side to a German Seminar, es- 
pecially when conducted as by Professor Wagner, that must not 
be overlooked. Here professor and students meet upon a foot- 
ing of intimacy, the formality of the lecture room is, for the 
time, put to one side, questions are asked as they arise in the 
student’s mind and are answered in detail. Here friendships are 
made that last through life. And then, occasionally, there is 
the adjournment to a neighboring beer hall, where the professor 
divests himself of the last traces of his habitual reserve, where 
stories are told and discussions engaged in that are, here at 
least, animated enough. It is with these friendly after -gather- 
ings that the most pleasant recollections of many of those who 
have studied in Germany are associated. Far be it from me to 
advocate the restriction of an institution which renders them 
possible. 
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Professor Wagner’s success as a teacher is due very largely 
to the sincerity and earnestness of his character. In spite of a 
manner at times rather brusque and a little repelling, he always 
inspires his students with confidence and respect. The “social” 
idea which is the central thought in his economic system is also 
the guiding principle of his life. In him the pupil recognizes 
not merely a great scholar but a noble character. His example 
is fitted to inspire right-living quite as much as is his teaching 
to inculcate right -thinking. 

In Professor Schmoller we have quite another type of 
“ Gelehrter.’ Though Professor Wagner’s junior by three years, 
he appears the older of the two. Shorter in stature but no less 
erect and martial in carriage, with a flowing white beard and 
white hair, Professor Schmoller presents a personality to be 
remembered. Of a type more common to Gaul than to 
Germania, he seems to find in his sense of humour, in his artistic 
appreciation of fine sayings and fine writings compensation for 
his lack of great convictions. In his graceful literary style we 
find his great point of superiority over so many of his German 
colleagues. His lectures are attractive, not so much for the 
truths they contain, however weighty these may be, as because 
of the manner in which these truths are expressed. 

In his course upon “general” economics, it would seem 
almost a sarcasm to speak of it as upon “theoretical” economics. 
He devotes the first few lectures to explaining the nature of 
political economy and its relation to kindred sciences and to 
defining the terms which the economist employs. Following 
this introductory portion comes the most valuable and charac- 
teristic part of his whole course, a series of lectures upon the 
rise and development of human institutions. He points out that 
the three “norms” of any society are its morals, its customs 
and its laws; these constitute the framework within which each 
of the social sciences must be built up. 

His characterization of modern industrial society is masterly. 
He treats at length and strictly in accordance with the historical 
method the subjects of population and division of labour. Here 
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the master historian and statistician shows himself. The manner 
in which he picks out of the great mass of existing material 
only those facts and figures essential to his purpose and in which 
he groups this selected matter so as to draw from it the most 
far-reaching conclusions, and to give to the student not merely 
a valuable set of historical notes, but also a grasp of the deeply 
under-lying principles and tendencies, is truly admirable. 
Throughout, Schmoller shows himself not merely an historian, 
but also a philosopher. He has a fondness for philosophical 
terms and for indulging in excursions outside of his proper field. 
Herbert Spencer is the English author whom he most frequently 
quotes. He is inclined “almost” he says, to ascribe to Adam 
Smith’s “Theory of the Moral Sentiments” greater value than 
to his “Wealth of Nations.” Here and everywhere we see the 
two sides to his economic thinking; on the one hand the histo- 
rian and statistician, upon the other the idealist, who joins the 
what-is with the what-ought-to-be and forms out of the two 
a most rosy picture of the future of the human race. In the first 
case we see the economist, in the second the man. 

Up to this point his lectures upon “general”’ economics had 
been models of their kind. When, however, he took up what 
to another would have been theoretical political economy and 
attempted to treat it also simply descriptively, the listener was 
at once conscious of a change. At this point came the crucial 
test for Schmoller’s theory of method, and at this point, it 
seemed to me, his theory broke down conspicuously. 

In his treatment of value and price he showed his acquaint- 
ance with the work of the Austrians by freely borrowing their 
results, not, however, as consequences of a long and difficult 
chain of deductive reasoning, but simply as the obvious inferences 
from his own description of market phenomena. In this part of 
his lectures the student meets only confusion, loose definitions, 
description instead of careful analysis, and conclusions arrived 
at, no one knows exactly how. His elucidation of the action of 
demand and supply in fixing price seemed to me especially 
unhappy. 
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When he proceeds to the history and technique of money, 
the hearer almost sighs with relief. He completed his course 
with a sketch of the labouring class and a descriptive account of 
wages and of the labor movement. 

In his course upon “the nature and history of economic 
‘undertaking’ and the forms of ‘undertaking,’ Professor 
Schmoller has a subject after his own heart. Here his particular 
method of treatment is exactly at home and the fruitfulness of 
its application in the hands of such a master need not be dwelt 
upon. 

However opposed one may be to some of the ideas of Pro- 
fessor Schmoller, one cannot but be impressed by the consummate 
manner in which he presents them. His importance and influ- 
ence in German economics cannot be appreciated by one who 
has never heard him lecture. As editor of a leading economic 
journal, in the columns of which he himself often figures, some- 
times as an original investigator, more often as a graceful and 
acute critic, he enjoys a conspicuously advantageous position for 
keeping his ideas constantly before the reading public, and for 
this reason, perhaps, he has been able to make a showing of 
strength upon his side in the Methodenstreit which his position 
hardly warrants. 

Of the other courses enumerated it is not necessary to speak 
in detail. Those offered by Professor Meitzen in statistics are 
especially to be recommended owing to the commanding posi- 
tion attained by their author in this branch of economic science. 

The library facilities afforded the political economist at Ber- 
lin are no less superior than the lecture courses opened to him 
there. Across the Linden from the University is the Royal 
Library, one of the largest libraries in Germany, from which 
books may be drawn freely by university students and retained 
four and, upon renewal, six weeks. In this library is a large 
reading room supplied with desks and writing materials and with 
avery choice hand-library of several thousand volumes which 
may be used by the students without application to the attend- 
ants. In addition there are scattered throughout the city vari- 





252 JOURNAL OF POLITICAL ECONOMY. 


ous special libraries of great service to the student of economics 
and politics. The library of the House of Parliament, the statis- 
tical library, the university reading-room, where a very complete 
collection of periodicals is to be found, and the university library 
itself, deserve special mention. More important still are the Semi- 
nar libraries in the university building. The economic Seminar 
library is contained in two large rooms furnished with desks, writ- 
ing materials, etc., adequate to supply the needs of all the members 
of the Seminar. Along the walls are shelves containing a very 
complete collection of economic works, some five or six thou- 
sand in all. Here one finds nearly all the important works in 
German, English and French bearing upon general economics. 
In addition there are files of the leading German economic 
journals, a large assortment of government publications and 
an especially rich collection of works upon public finance. 
These rooms may be used from seven in the morning until 
nine in the evening. They are always well lighted and heated. 
The student finds here absolute quiet and every facility for 
prosecuting any special research he may be engaged upon. 


Books may be taken from the shelves at will in any number; 
drawer-room is supplied for those who have books or notes to 
preserve ; in short, nothing is lacking to make of it an ideal place 
for special study. 


The change from the straightness of Berlin streets and the 
regularity of Berlin architecture to the pleasing variety afforded 
by Viennese ‘“‘ Ringstrassen”” and Viennese palaces is no less 
striking to the tourist, than is the change from the University of 
Berlin to the University of Vienna to the political economist. 
In Berlin political economy figures as one of the liberal sciences 
belonging to the philosophical faculty, as a science having closer 
affiliations with philosophy than with law. Here in Vienna polit- 
ical economy is a study belonging to the law department. A 
certain amount of work in it is required of all jurists and, in con- 
sequence, the benches in the economic lecture-rooms are crowded 
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with law students. Professor Wagner used to complain in Ber- 
lin because so few jurists were attracted into the economic work 
there; here in Vienna the very opposite complaint might be 
raised. All the students of economics seem to be jurists. 

Picking out a course at Vienna is, for the economist, by no 
means the bewildering task we have found it to be at Berlin. 
The courses offered here in political economy occupy a very 
insignificant corner in the hundred-page calendar. 

They are this semester : 

1.) Political Economy by Professor Karl Menger. Five hours. 

2.) Seminar for social statistics by Prof. Singer. Two hours. 

3.) Credit and banking by Dr. Zuckerkandl. One hour. 

4.) Seminar for political economy by Professor Béohm- 
Bawerk. Two hours. 

5.) Explanation and criticism of the socialastic theory of 
value (with special reference to Rodbertus and Marx) by Dr. 
von Kornorzynski. One hour. 

6.) The development of socialism by Dr. von Schullern. 
Two hours. 

7.) Statistical Seminar by Professor von Inama- Sternegg. 
Two hours. 

8.) Census of Austria for 1890 by Dr. von Furaschek. Two 
hours. 

9.) Statistics of money and of the monetary standards with 
special reference to the reform of the Austrian standard of 
value by Dr. Rauchberg. Two hours. 


In all nine courses, occupying just nineteen hours a week. 
Compared with the nineteen courses occupying forty -eight hours 
a week offered at Berlin, certainly a rather meagre showing." How 
is this difference to be explained? In part, quite simply. Ber- 
lin enrolls annually nearly one-third more students? and accord- 


*Comparing a winter semester with a summer semester is, to be sure, not ex- 
actly fair to Berlin. 


?According to official figures there were at Berlin during the calendar year 
1890-91 an average for each semester of 7,613 students; at Vienna for the same 
period only 5,670 students. 
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ingly should be able to offer a more varied and complete course 
of study than does Vienna. Secondly, the work in economics 
at Vienna is temporarily crippled, owing to the fact that the 
chair occupied formerly by Brentano and more recently by 
Miaskowski, has for two years remained vacant." It may be 
questioned, however, if these two causes sufficiently explain the 
comparative neglect of economic science that is apparent here. 
A third and really more vital reason is found in the fact that 
here in Vienna, and especially is this true of the law faculty, 
very much of the work preliminary to a degree is expressly 
prescribed. The student is given very little time for courses 
not directly necessary as a part of his preparation for the exam- 
inations. In consequence the required courses are dispropor- 
tionately crowded ; those not required have a severe struggle for 
existence. The demand for a varied economic diet does not 
exist here as it does in Berlin, and in consequnce the supply is 
also lacking. In Berlin nine lecturers find it desirable to offer 
courses in economics covering forty-eight hours a week ; here the 
same number of lecturers offer altogether only nineteen hours a 


week. These figures speak eloquently of the different con- 
ditions at the two places. Coming to details, it will be noticed 
that all of the courses given here this semester with the excep- 
tion of three, z.¢.,the general course of Professor Menger, the 
seminar of Professor Béhm-Bawerk and the one-hour course 


on credit and banking of Dr. Zuckerkandl, deal either with 
statistics or with some aspect of socialism. This fact is further 
evidence of the absence of a demand, on the part of the stu- 
dent body, for a really comprehensive course in economics. 

It has been Professor Menger’s custom to deliver a course of 
five lectures a week upon general economics in the winter semes- 


*Professor von Philippovich, a born Viennese, has quite recently accepted a 
call from his post at Freiburg to fill this vacant chair. He is himself a follower of 
Menger on questions of method and of general theory, so that beginning with next 
year we will no doubt see a harmonious course offered here in economics. 


?There are more “Privat docenten” at Vienna than at Berlin, and therefore we 
would not expect quite the same number of hours. 
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ter, and to continue this with a course of the same length upon 
public finance during the summer semester. In addition he 
held last year a seminar for two hours a week for general eco- 
nomics and finance. This semester, Professor Béhm-Bawerk 
conducts the seminar and, in consequence, Professor Menger’s 
pedagogic activity is limited to his general lecture course. 

Professor Menger carries his fifty-three years lightly enough. 
In lecturing he rarely uses his notes except to verify a quotation 
ora date. His ideas seem to come to him as he speaks and 
are expressed in language so clear and simple, and emphasized 
with gestures so appropriate, that it is a pleasure to follow him. 
The student feels that he is being led instead of driven, and 
when a conclusion is reached it comes into his mind not as 
something from without, but as the obvious consequence of his 
own mental processes. It is said that those who attend Profes- 
sor Menger’s lectures regularly need no other preparation for 
their final examination in political economy, and I can readily 
believe it. I have seldom, if ever, heard a lecturer who possessed 
the same talent for combining clearness and simplicity of state- 
ment with philosophical breadth of view. His lectures are sel- 
dom “over the heads” of his dullest students, and yet always 
contain instruction for the brightest. 

The majority of Professor Menger’s hearers are taking his 
course as a part of their required work. It is his task, there- 
fore, to give them in the eighty odd lectures which he delivers, 
a general view of economics, an idea not merely of economic 
principles, but also of the history of economic thought and of 
economic practice. He introduces his course with a vivid 
sketch of the characteristic features of modern industrial. society, 
emphasizing especially its dependence upon existing legal insti- 
tutions. Political economy is then defined and its relation to 
kindred sciences specified. Following, he takes up the history of 
the development of economic ideas. Commencing with the ideas 
of Plato and Aristotle, he explains most happily the economic 
doctrines of various thinkers and schools down to most modern 
times. In this part of his course he has occasion to give evi- 
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dence of his profound knowledge of economic literature. In 
his notes concerning rare editions and unfamiliar bits of bibliogra- 
phy one sees the book-lover and the antiquarian. 

He has the happy faculty of giving life to the ideas and the 
authors he is discussing. The economic doctrines of the old 
Mercantilists and the Physiocrats are not, as explained by him, 
the impossible combinations of fallacies and absurdities one still 
finds in many text - books, but the simple products of the times 
which gave them birth correct to a large extent in their practi- 
cal conclusions, if deceived in their premises. And he is not 
satisfied with simply explaining and criticising exploded theories, 
but impresses them vividly upon the minds of his hearers by 
pointing out, here and there, survivals of these old theories in 
the popular economics of to-day. 

Coming down to contemporary economists and economic 
thought, he displays a freedom in treatment and objectivity in 
criticism uncommon in Germany. The isolated position occu- 
pied by Professor Menger here at Vienna enables him to speak 
with more candor and openness of his German contemporaries in 
his lectures than they venture to use in speaking of each other. 
Especially interesting to the foreign student is his characteriza- 
tion of the historical school and of Kathedersozialismus, the fore- 
runners of which last he finds in Simonde de Sismondi and J. S. 
Mill. He closes his historical sketch with six lectures upon 
socialism and communism, and the réle they have played in 
economic literature. 

Such an extended historical sketch as he gives would invite 
criticism of his method of treatment as being too minute for a 
general course on political economy, were it not for the masterly 
manner in which Professor Menger unites in these lectures the 
present with the past. He knows his students thoroughly and 
has, no doubt, learned from experience that ideas are readily 
comprehended when unfolded to the individual mind, not dog- 
matically, but in the same order in which history shows them to 
have been unfolded to the race. His success in* developing his 
own ideas and theories, side by side with those which he is nomi- 
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nally discussing, is certainly remarkable and answers ail criti- 
cism in advance. 

The latter half of his course is devoted to the expounding of 
his own theoretical system. The starting point in political 
economy is to him the relation between human wants and the 
goods, be they material or immaterial, upon which depends the 
satisfaction of these wants. The fact that there are more wants 
than means of satisfying them gives rise to the phenomenon of 
value. Thus the value of any particular good to any particular 
individual is simply his estimation of the importance of the 
want the satisfaction of which depends upon “hat good. It is 
therefore a resultant of the utility and scarcity of the good in 
question. The classification of wants on the basis of their 
intensities next takes up his attention as a preliminary step lead- 
ing to the law of “ marginal utility.” With the help of this law 
he explains the Austrian theory of value and price. These 
theories he applies in turn to the problems met with in exchange 
and distribution much as in his Grundsatze der Volkswirtschafts- 
lehre. 

One can scarcely say too much in praise of Professor Menger as 
ateacher. His great popularity with his students and the suc- 
cess that has attended his efforts to gather about himself talented 
young men, who sympathize with his fundamental views, are 
sufficient evidence of his genius in this direction. Among 
the several thousand volumes upon Professor Menger’s shelves 
will be found almost every work upon economics that is 
likely to interest the student of general theory, not only 
in German, but also in English, French, Italian, and even Dutch. 
The library is specially rich in works upon method, upon money, 
upon public finance and in complete files of economic journals. 
To have access to such a collection of books is itself a boon of 
inestimable value ; add to it the advice and guidance of such a 
man as Professor Menger, and the reader will understand some 
of the attractions which induce not a few economic students to 
come here to Vienna in preference even to going to Berlin. 

In Professor Béhm - Bawerk’s seminar we have a course of 
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even greater interest to the specialist than the general course of 
Professor Menger, which we have just described. Professor 
Béhm-Bawerk, although only forty-two years of age, is 
already known to economists of all countries as one of the 
most prominent economists of the Austrian school. To Pro- 
fessor Menger belongs the supreme credit of having originated 
in their broad outlines all of the ideas that characterize this 
school. Professor Béhm-Bawerk, however, has helped more 
than anyone else to popularize these ideas and follow them out 
to their logical but more remote consequences. Shortly after 
receiving an appointment to an important post in the finance 
department, Professor Bohm - Bawerk was given the title of hon- 
orary professor in the University of Vienna. It is in this latter 
capacity that he conducts the economic seminar. 

The meetings of the economic seminar occur this semester 
every Friday at five o’clock and last usually an hour and a half. 
They are held in a simple lecture room accommodating some 
fifty or sixty students and usually fairly well filled. Adjoining 
is a small room containing the seminar library of a few handred 
standard works. Periodicals fail, alas, altogether. The thirty- 
five or forty students who assembled at the first meeting 
appeared to be nearly all Austrians. All ages and condi- 
tions seemed to be represented, from the care-free corps stu- 
dent to the hard-working graduate, looking forward to higher 
academic honors. At the opening exercise Professor Bohm- 
Bawerk lost no time in explaining the purpose of the course. 
The wages question was to be our subject ; its exhaustive, histor- 
ical and critical discussion, and, as far as possible, its solution, 
our object. Papers should be presented upon the various wages 
theories that have gained prominence from the time when the 
question first received scientific attention, and upon the basis of 
these discussion was to be engaged in until positive conclusions 
should be reached. Original theories were to be given a hear- 
ing as soon as the material to be found in literature had been 
disposed of. 

The reader will observe at once that this is quite another sort 
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of seminar from that we have seen Professor Wagner conducting 
in Berlin. To the latter a seminar is a course in which all sorts 
of original investigations in any particular field are to be given 
a hearing; to Professor Béhm-Bawerk it has a more special 
character—some particular topic is to be taken and studied by 
a number of students collectively ; every student present is sup- 
posed to be especially interested in the topic under consideration 
and to take an active part in the debate; no point is to be aban- 
doned until all are agreed that it has been sufficiently discussed. 
The presentation of papers is simply secondary ; they are designed 
to introduce, but never to take the place of, the general debate 
which is to follow. The purpose of such a seminar as Professor 
Bohm -Bawerk offers makes its attainment much more certain 
than in a general seminar like Professor Wagner’s. When all are 
studying the same subject, all must be intelligently interested in 
such papers as are presented, and all must learn something from 
the different points of view brought out in the debate. 

Already, at our second meeting, the first paper was pre- 
sented, giving a rapid historical sketch of wages’ theories and 
stating the problem which such theories have to solve. The 
debate which followed was to me an agreeable surprise. The 
five or six students who took part in it displayed a talent for 
succinct and forcible statement and for critical analysis for 
which my previous experience with German seminars had little 
prepared me. In the summary with which the director closed 
the discussion, the subjects upon which special papers should be 
presented were enumerated. 

Up to the present time papers have been presented upon the 
“minimum -of-existence-theory” of wages, the “cost -of-pro- 
duction-theory”’ of wages, and the ‘“‘wages-fund theory.” The 
discussions have been, for the most part, interesting and valu- 
able, though, as usual, in a seminar, repetitions are frequent, and 
much superfluous matter is introduced. Nearly all of the mem- 
bers of the seminar are old pupils either of Professor Menger or 
of Professor Bohm-Bawerk, and all are eager partisans of the 
Austrian School. It is this that gives a certain unity to the 
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various ideas and points of view that find expression in the 
debates, and that constitutes the most attractive and interesting 
feature of the course to the stranger. 

Here in Vienna the marginal-utility theory of value is any- 
thing but an “academic plaything.”* It is through the applica- 
tion of this theory to the general problem of distribution that a 
solution of the wages question is expected, in so far as it is 
possible to find any purely economic theory to account for a 
phenomenon, in the production of which so many uneconomic 
elements are prominent factors. Whether as a final result of 
this careful discussion of the wages question in all its bearings, 
a positive conclusion, to which all are ready to subscribe, will be 
arrived at or not, is a matter of comparatively slight importance. 
The value of the course consists in the encouragement it gives 
to original thinking and in the sharpening effect it has upon 
the critical faculties of all those who take part in it. It has 
been to me the most valuable economic course I have had in 
Germany. I cannot well say more. 

The other economic courses offered here at Vienna are, as has 
been already hinted, of no great interest to the foreign student. 
The statistical work being done here deserves, however, some 
mention. Professor Inama-Sternegg, himself a prominent official 
in the statistical department of the imperial government, is 
taking up in his seminar this semester the question of statistics 
of professions, a subject the importance of which is just begin- 
ning to be appreciated. The papers presented have been largely 
of an historical character, describing and comparing what vari- 
ous governments have, up to the present time, done to develop 
this branch of statistical investigation. An interesting practical 
feature of the course was a visit we made one evening to the 
census building while the electrical counting machines were in 
full operation, and where their mechanism was fully explained 
to us by the attendant officials. 

In Professor Singer’s seminar, this semester, social statistics 


*It is thus that Ingram characterizes the similar ideas advanced by Jevons in 
England. Cf. History of Political Economy, London, 1888, p. 234. 
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are the subjects under discussion. Statistics throwing light upon 
the condition of labourers and their families in different occu- 
pations, upon their yearly budgets and the nature of their 
employments, are collected by different members of the course 
and submitted to the rest during the weekly meetings. Careful 
reviews of recent literature belonging to this field are an impor- 
tant feature of the course. 

The public library facilities afforded the economic student 
here at Vienna are only moderately good, not to be compared 
with those afforded at Berlin. In the university library there 
are some 400,000 volumes. The use of these, however, is 
hedged about by so many disagreeable and time-consuming 
regulations that it is difficult to judge exactly how large a pro- 
portion of the books are of an economic character. In addition, I 
may mention the royal library and the library of the statistical 
bureau, which are easily available for the purposes of the stu- 
dent. More valuable still are the private economic libraries, to 
which the student may obtain access here in the city. I have 
already mentioned the magnificent library of Professor Karl 


Menger. His brother, Professor Anton Menger, the distin- 
guished jurist and socialist, has for many years been a collector of 
works upon socialism and communism. He at present has some 
5,000 volumes and a great number of pamphlets bearing upon 
these subjects, which he is glad to have utilized for scientific 
purposes. The libraries of Professors Béhm - Bawerk and Singer 
are also unusually complete, for private libraries. 


The reader who has followed these pages thus far will have 
seen that in almost every respect the material facilities for 
economic work afforded the specialist at Berlin are decidedly 
superior to those afforded him here at Vienna. Toconclude from 
this fact, however, that more is to be gained by a semester at the 
former place than by a semester here, would be unwarranted. 
It all depends upon what the student wants. If he is inter- 
ested especially in economic history, in social questions, or in 
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practical economics and public finance, Berlin undoubtedly will 
give the greater satisfaction. If, on the other hand, he is inter- 
ested in general theory, in the fundamental questions of the 
science, such as the methodological question, or in the history of 
economic dogma, of the development of economic theory, the 
balance is as unquestionably in favor of Vienna. 

He will find here a remarkably able corps of teachers, all 
professing substantially the same beliefs and economic doctrines, 
and all striving to apply these doctrines to the reform of eco- 
nomic science. What has already been done in the direction of 
recasting general economic theory on the basis of the marginal 
utility theory of value is only a foretaste of what yet remains to 
be done. H. R. SEAGER. 

VIENNA, 





NOTES. 


Tue Comptroller of the Currency, in his last Annual Report, issued 
December 5, 1892, furnishes additional data relating to the amount 
of checks and drafts in use in the United States as compared with the 
various kinds of coin and paper, from which we compile the following 
table for the convenience of our readers: 











June 30, 1881 oar 17,| July 1, 1890 Is p 
1881 


Localities 
per cent. per cent. per cent. 





New York City: 
Gold Coin 0.27 -54 -08 
Silver Coin 0.01 -O1 +02 
Paper Currency 1.02 -65 3-86 
Checks, Drafts, etc... 98.70 98.80 96.04 











100. 100. 100. 
All Reserve Cities ex- 
cept New York City: 
Gold Coin -76 1.86 
Silver Coin -15 -18 
Paper Currency 5 61 
Checks, Drafts, etc... 92.35 











100. 
All Banks outside of 
Reserve Cities : 
Gold Coin 2.04 3.31 2.93 

yj -68 1.08 
Paper Currency 15.47 14.27 11.90 
Checks, Drafts, etc... 81.72 81.74 84.09 








100. 100. 100. 100. 





Total for all Reporting 
— in United [1,966 banks|2,132 banks/3,364 banks/3,474 banks|3,473 banks 
States : 

Gold Coin -65 1.38 -89 8.3 88 
-16 087 °32 +43 +41 
Paper Currency 4.06 4.36 6.29 7.40 §.10 
Checks, Drafts, etc... 95-13 94.09 92.50 91.04 90.61 


























100. 100. 100. 100. 100. 





A study of the table reveals the fact that in the banks outside of 
New York City there has been practically no diminution in the use of 
checks and drafts since 1881; in fact, in the banks outside of the 
reserve cities there has been an increase. The perceptible lowering in 
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the percentage of the use of checks and drafts for the whole country is 
due to a special cause affecting the figures for New York City, 
where a diminution in the use of checks and drafts is offset by an 
increase in the use of paper currency. This is explained by the opera- 
tions consequent on the retirement of national bank notes, which bring 
more paper money into use during the process of reduction, and this 
effect is, of course, most evident in the figures of the New York City 
banks. As the comptroller says: ‘There has been a noted increase 
in the amount of national bank-notes received and a corresponding 
increase in silver certificates and treasury notes, caused by the retire- 
ment of national bank circulation and its supplanting by money issued 
directly by the government.” 





PROFESSOR EUGEN VON PHILLIPOVICH, of the University of Frei- 
burg, in Baden, has accepted a call to the University of Vienna, where 
he will begin his work the first of next October. The group of econo- 
mists in Austria is already a distinguished one and will be strengthened 
by the accession of Professor Phillipovich, while Freiburg, already 
weakened by the loss of Professor Holst, is still further unfortunate in 
this additional loss. 





THE action of Austria-Hungary in adopting the single gold 
standard seems to be generally regarded as destroying all hopes of an 
international bimetallic agreement. This course of action, coupled 
with the recent declaration of Chancellor Caprivi that Germany has no 
intention of adopting bimetallism, makes still more clear the reasons 
for the failure of the International Monetary Conference at Brussels. 
When to this is added the unmistakable opposition to silver certain to 
be shown by the incoming administration of President Cleveland in 
the United States, it requires no particular insight to foresee that the 
meeting of the conference when it reconvenes in May will be futile. 
These facts make it the more strange that England is, without doubt, 
about to have another monetary agitation. The recent utterances of 
men of acknowledged ability and reputation, like Mr. A. J. Balfour 
and Mr. Leonard Courtney, point unmistakably in that direction. 
They can, however, scarcely assume that all economists agree with 
them in supposing that there is any scarcity of gold. The recent 
positive utterances of Mr. Gladstone, moreover, are still confirmatory 
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of the difficulty in reaching any agreement with England as to bi- 
metallism. At the present writing, when it is a question whether or 
not the United States Treasury can maintain gold payments, it is not 
at issue that gold cannot be obtained, but it is at issue why gold 
which we might retain is leaving us. 





THE steady efflux of gold from this country has had the obvious 
effect of drawing down the gold reserve in the treasury very near to 
the legal reserve of $100,000,000. In fact, had the treasury not 
received about $6,000,000 in gold from the New York banks, the 
reserve must have fallen below the line, as it has been down to $104,- 
000,000. The charge that speculative influences are at work to force 
withdrawals of gold is doubtless more or less true; but such influences 
could be effective only because the reserve had been permitted to drop 
to a point where manipulation could produce mischief. The cause is 
clearly due to the suspicion that under the law of July 14, 1890, we 
may soon be brought to the single silver standard. The proposal to 
sell bonds, moreover, can be regarded only as a makeshift, and conse- 
quently excites distrust. 

If the country has, as it seems clear, reached the saturation point 
with its silver circulation, not sufficient gold will come into the treas- 
ury through the customs to maintain gold payments ; and, if the act 
of 1890 remains unrepealed, while bonds are sold for gold, it prac- 
tically results in obtaining gold by the bonds for the purchase of more 
silver. 


Tue French Chambers have been impelled to anticipate final action 
on the question of the renewal of the privileges of the Bank of 
France, by voting to at once raise the limit of the bank’s circulation. 
The new law of January 25, 1893, places the limit at 4,000 million 
francs, an increase of 500 millions over the limit fixed in the Budget 
Act of January 30, 1884. The urgency of this immediate action was 
occasioned by the near approach of the bank’s circulation to the legal 
maximum of 3,500 million francs, consequent upon an unusual accu- 
mulation of specie in its vaults. On the 12th of January last the circu- 
lation of the bank had reached the unprecedented sum of 3,473 
millions, only twenty-seven millions short, therefore, of the legal limit. 
The causes of this increase can hardly be mistaken. It is only recently 
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that it has assumed such striking proportions as to arrest attention. 
On January 31, 1884, the bank’s circulation stood at 3,162 millions; 
in the latter months of the year it dropped below 3,000 millions and 
maintained itself in that neighborhood till November, 1889. January 
30, 1890, it reached 3,198 millions; rose to 3,222 millions, January 15, 
1891, and diminished to 3,171 millions, January 14, 1892. Since then 
it has been steadily above 3,000 millions and has been swiftly moving 
towards its limit. A part, but only a part, of this recent increase may 
be attributed to the growing habit in favor of the use of the bank note. 
This is a symptom which itself requires some explanation, the more so 
as the expansion of the bank’s circulation has gone on simultaneously 
with a decline in the volume of its general business. There has been 
no corresponding extension of its discounts, but rather a contraction, 
in consequence of commercial depression. The item of the bank’s 
assets which does show an increase is its cash reserve; its growth has 
been extraordinary. 





IN recent issues of Z’ Economiste Frangais, M. Paul Leroy-Beaulieu 
discusses the curious condition in which the Bank of France finds it- 
self because of the accumulation of gold in its vaults. It has a 
peculiar interest to Americans at the present moment when the treas- 
ury is losing its gold supply. M. Leroy- Beaulieu notes the approach 
of the amount of notes issued to the legal limit of 3,500 millions of 
francs. The cause of this is the presentation of the precious metals 
at the bank for which notes are issued. The abnormal increase in the 
note-issues, therefore, is not due to any prosperity of trade, but to 
nothing less than the growth of the metallic reserve. It would seem as 
if holders of coin found it convenient to use the bank as a safe place of 
deposit for any coming emergency, receiving notes in exchange until 
the coin was wanted. The growth of the metallic reserve in recent 
years shows where some of our gold goes :— 


1889, January ro 2,225 Millions of francs. 


“c “ 


1890, 9 
1891, 


1892, 
gold 1,704 
1893, silver 1,264 
“ . gold 1,701 
silver 1,257 





NOTES. 267 


As the above figures show the amounts of gold and silver combined, 
the following will state the amount of gold in the Bank of France at 
the end of each year :— 


1880, 564 millions of francs. 1888, 1,006 millions of francs. 

1883, 951 i = 1889, 1,261 - od 

1884, 1,001 ss 1890, 1,120 

1885, 1,155 1891, 1,350 

1886, 1,233 1892, 1,708 

1887, 1,106 aa 

The increase of more than three-fold since 1880, and of 358 mil- 
lions of francs since the end of 1891, is striking, in view of our recent 
losses of gold. Some of the reasons for this accumulation of gold 
are thus given by M. Leroy-Beaulieu: ‘South America, Spain, 
Portugal, Greece, have lost much of their gold since the crisis of two 
years ago. The United States, also, whose affection for silver frightens 
European, and perhaps many native capitalists, is exporting gold. A 
great part of these exportations from countries whose finances are 
badly managed come to France.” In this estimate, placed upon us 
by a classification with the above countries, we have a foretaste of what 
would be our credit as a nation, were our treasury reserve of gold 
to be exhausted and the silver standard to be reached. 





HERR MIQUEL, Prussian Minister of Finance, in the course of a 
recent speech on the budget, took occasion to refer to the fiscal opera- 
tion of the state railways in a manner that is not likely to strengthen 
the faith of those who have believed that the modern state would find 
in this resource a productive and certain financial support. He called 
attention to the extraordinary shrinkage in the net earnings of the 
railways and the serious consequences thereby entailed, because of the 
important place held by receipts from this source in the Prussian 
budget. For certain years the decline of gross receipts amounted to 
as much as fifty million marks. From 1880 to 1886-87 railway earnings 
showed a gain, but since 1887-88 there has been a falling off. But 
receipts for the fiscal year 1889-90 were 321 million marks; for the 
following year they were 311 millions. The year 1891-92 shows a 
marked decline of 59,306,000 marks in railway earnings, and the 
diminution of the past year was over twenty-nine million marks. Much 
of this recent shrinkage is no doubt but a reflection of the general 
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industrial depression whose effects have, perhaps, been intensified by 
the existence of the cholera epidemic. It is hoped that there will be 
some recovery of the lost ground when industrial revival sets in. 
But the minister also emphasizes the need of strict retrenchment in 
the expenditures of the administration of railways; for while receipts 
have been declining, there has been a notable increase of expenses, 
which, by diminishing the volume of net receipts or available income, 
has been an added influence in disturbing the budgetary equilibrium. 





THE Reichsanzeiger for October 12, 1892, gives a comparison of 
the results obtained under the first year’s administration of the 
reformed Income Tax of Prussia with the returns for the last year of 
the old tax. The results of the comparison are replete with interest 
for the student of taxation, as showing the extent to which the reform 
of 1891 has modified the distribution of the burdens of the tax. We 
here reprint two of these tabular statements which are hardly less 
interesting to the social statistician. The first shows the numerical 
proportion which each group of contributors (classified by incomes) 
bears to the total number. The second table shows the proportion of 
the total revenue derived from this tax contributed by each of these 
several groups. 


CLASSES OF INCOMES. PROPORTION OF CONTRIBUTORS. 
1891-92 1892-93 


g00 to)§=. 3,000 marks 87.27 per cent. 86.99 per cent. 
3,000 “ 6,000 “ ge5 “ 8.40 - 
6,000 “ 9,500 “ ins. * 2.28 
9,500 “ 30,500 “ 1.49 1.89 
30,500 “ I00,000 |“ -22 37 
Above 100,000 “ 05 07 
II. 
CLASSES OF INCOMES. PROPORTION OF THE TAX. 
1891-92 1892-93 
goo to) =. 3,000 marks 35-54 per cent. 28.60 per cent. 


3,000 “ 6,000 “ 23.50 a3. * 
6,000 “ 9,500 “ 9.98 9.75 “ 
9,500 “ 30,500 16.25 18.68 
30,500 “ 100,000 7.70 13.62 
Above 100,000 7.03 13.00 
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THE table of Hamburg prices published by Dr. Adolf Soetbeer in 
the second edition of his Materialien (1886) ends with the period of 
1881-1885. Before his death he extended the table to include the 
period 1886-90 and published it in the Jahrbicher fiir Nationaloko- 
nomie und Statistik. In order to furnish our readers with the later 
figures we print them herewith, with the previous figures since 1847- 
50. The English translation for our state department contains an 
error in column V for the year 1876, which should read 106.27: 
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1847-1850 
1851-1855 
1856-1860 
1861-1865 
1866-1870 
1871 
1872 
1873 
1874 
1875 
1871-1875 
1876 
1877 
1878 
1879 
1880 
1876-1880 
1881 
1882 
1883 
1884 


100.00|100.00 , -00]/100.00 
110.97|107.03 : : 98.47 
122.61|113.59 . -21;102.41 
118.64|102.11 ‘ -33|127.56 
118. 95:47 ; -90|130.55 
120.22|101.85 is -48)122.64 
130.25|121.63 ° -54|130.07 
134.32|140.60 . -14|128.52 
136.74|116.70 . -21/126.06 
132.11|107.49 ‘ -74|124.96 
130.72/116.90 ‘ -98|126.44 
129.74/106.27 E -78)119.23 
130. 98.87 ° -80]}114.04 
125. 04.14 ; .24|111.03 
523. 84.28 , -21|105.93 
122. 88. 33 . -23/108.15 
126. 04.35 “24 -7Q|111.70 
122. 84.87 ‘ . -08 
122. 86.99 A . -72 
120. 82.93 . ‘ -72 
117. 78.69 P , 36 

1885 116. 74.23 ; 2 -48 
1881-1885 119. 81.55 . : .28 

1886 , ‘ -44|115. 70.52 . : -03 

1887 . . - 81/116. 72.50 ‘ a -98 

1888 : ‘ -09|116. 75-57 . mn -OI 

1889 ‘ -95 -57\118. 78.55 . ; .60 3 

1890 mn ‘ -61|/119. 83.54 ‘ ; -96|108.13 
1886-1890 ‘ ' -O8!117. 76.12 ‘ : 95.90!104.41 


et ot 

SPwWWWWwWwwhlh hwWUs & PW NW DN O 

WwW ON CONNUH Rh COOOL PAS HOO 

— ee et Ot 
UtbUUUNSP AWA UUMNINNUNNS WS NW & O * | 
C000 BMH ONT H NHS DIANA DONS OS [SINPOT, YF 






































THE comparatively low development of what has not inaptly been 
termed the “banking habit,” which may be described as the preference 
for holding one’s claim against a bank in the form of a deposit, to be 
drawn against by check rather than in the form of the bank note, 
among the people of Continental Europe, has frequently been com- 
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mented on by English and American writers. Indications, however, 
have not been wanting, from time to time, to show that the use of this 
expedient which has long been a familiar practice in the English 
speaking world, is gradually winning a wider extension in Europe. 
The Bulletin de Statistique, November, 1892, publishes a table showing 
to what extent the use of the check has been increasing its hold upon 
the business community in France. The statistics presented are based 
upon the returns of the stamp tax imposed upon checks, and cover the 
period from 1880 to 1892. A distinction is made between the class of 
checks drawn between different plans and those drawn on banks situate 
in the same place—the former being subjected to a tax of 20 centimes, 
the latter to one of 10 centimes. The total increase in the number of 
checks used has been from 4,396,930 in 1880 to 5,701,660 in 1891. 
But the proportions in which these aggregates have been divided be- 
tween checks of the one or the other class is the point that merits 
more particular attention. The checks of the class drawn between 
different places exhibit, for the period of twelve years, fluctuations in 
amount, but no appreciable increase. But those of the other class, as 
we might naturally expect—the more so as what would in any case bea 
natural tendency is aided or, at any rate, is less retarded in this particu- 
lar instance by the less onerous tax—show a rather remarkable gain. 
The following figures show the extent and rate of this gain: 


Year Number Year Number 
1880 - . 2,758,098 1886 3,216,390 
1881 - 3,683,301 1887 : 3,317,320 
1882 2,953,880 1888 3,441,940 
1883 2,925,290 1889 3,730,250 
1884 - 2,924,410 1890 - 3+747,090 
1885 3175,350 1891 4,019,400 





Tue Prussian ministry has laid before the Landtag a series of 
measures by which it proposes to redeem the promise of further fiscal 
reform made at the time of the passage of the revised income tax of 
June 24, 1891. On that occasion the assurance was given that the 
expected increase of revenue (all above 80,000,000 marks for the year 
1892-93) from the new income tax should be used for this purpose, 
and certain provisions were incorporated in the new law as a pledge 
of the sincerity of the ministerial declarations. It was also announced 
at that time that a leading feature of the further reforms would be a 
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more thorough- going division between the sources of state and local 
revenues by dropping lands and buildings from the list of state 
taxables and reserving them henceforth as objects of local taxation 
only. The unexpected productiveness of the new income tax has 
made it possible for the government to move on with its programme 
of reform sooner than was expected. An eager interest has been 
evinced in the direction of the further reforms on the part of the 
writers for the periodical press ever since it became fairly certain that 
the government would be able to proceed with its work. A leading 
feature of these discussions has been the proposed abandonment of 
the land and building taxes and the introduction or revival of the 
property tax to supplement the income tax, this being the method 
by which it is proposed to give effect to the much emphasized dis- 
tinction between “funded” or durable and “unfunded ” or temporary 
incomes. 

The zeal and confidence of German reformers in the efficacy of 
the general property tax do not seem to have been much disturbed by 
the disastrous results which have attended its administration in 
America. Little consequence, indeed, is attached by them to our 
experiences because “they do not touch the form of the property 
tax, nor indeed the mechanism of the prevailing tax system there 


[in the United States] but rather point to the morale of a corrupt 
democratic tax administration.” This is the judgment expressed by 
Professor Cohn, and he significantly adds that “the income tax is no 
panacea for the scandalous conditions which surround the adminis- 


tration of the American property tax. And where a more lenient 
view is taken, as in an excellent volume by Professor L. Ennecerus of 
Marburg, on Die Steuerreform im Staat und Gemeinde, published during 
the past summer, and said to have been written under the direct 
inspiration of Herr Miquel, Prussian Minister of Finance, the basis 
of expectation regarding the practicability and adequacy of a property 
tax under Prussian conditions is the merely subordinate or com- 
plementary function that such a tax would have to discharge in the 
tax system, as it is proposed to reorganize it there, instead of playing 
the leading réle as assigned to it in the tax systems of the American 
States. If adopted by the Prussian Parliament, as it seems likely to 
be, being a part of the government programme, it will open an 


*Schmoller’s Jahrbuch fiir Gesetegebung, 16, Heft 3, p. 275. 
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interesting chapter in the history of taxation. American writers have 
been led to regard the general property tax as an almost obsolete 
form of taxation, entirely unsuited to the complicated conditions of 
modern industry. 

We print in the Appendix, for the benefit of our readers, a trans- 
lation of the third section of the report accompanying the measures 
recently submitted to the Landtag. This gives the outlines and 
reasons of the government programme, and is an interesting document. 

The proposed complementary tax [Zrgdnzungssteuer| on property 
is to be assessed on properties valued at not less than 6,000 marks; 
and for purposes of assessment, properties are to be arranged in 
classes, after the familiar Prussian precedent, as follows: 





































































Taxable Property. —— Taxable Property. aie, “ated 
Marks. Marks. Marks. Marks. 

6,000 — 8,000 3 28,000 — 32,000 14 

8,000 — 10,000 4 32,000 — 36,000 16 
10,000 — 12,000 5 36,000 — 40,000 18 
12,000 — 14,000 6 40,000 — 44,000 20 
14,000 — 16,000 9 44,000 — 48,000 22 
16,000 — 18,000 8 48,000 — 52,000 24 
18,000 — 20,000 9 52,000 — 56,000 26 
20,000 — 22,000 10 56,000 — 60,000 28 
22,000 — 24,000 II 60,000 — 70,000 30 
24,000 — 28,000 12 70,000 — 80,000 35 





From 70,000 marks up to 200,000 marks the taxes increase 5 
marks for each 10,000 marks. From 200,000 marks to 220,000 marks 
the tax is 100 marks, and increases 10 marks for each additional 20,000 
marks up to two millions of marks. At 2,100,000 marks the tax is 
1,000 marks and increases 50 marks for each additional 100,000 marks 
or fractions, for all property of higher amourts. 

These rates are extremely moderate, amounting to one-twentieth 
of one per cent. upon the minimum valuation in each class, and will 
doubtless go far to make the measure acceptable to many who would 
resist higher rates. The tax, unlike the income tax which it is designed 
to supplement, has no element of progression in it. It is, rather, 
slightly regressive from the division of property into classes. The 
government was hardly willing to stake the success of its proposals 
upon so radical a measure as a progressive property tax. The times 
are hardly ripe for this even in Prussia. But if the present measure is 
adopted we may look hereafter for the introduction of this feature as 
the next step logically in the development of the Prussian tax system. 
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THE COMPENSATORY THEORY OF BIMETALLISM. 


THE well-known illustration of the Compensatory Theory given by 
W. Stanley Jevons, in his Money and the Mechanism of Exchange, is as 
follows: “Imagine two reservoirs of water, each subject to independ- 
ent variations of supply and demand. In the absence of any con- 
necting pipe the level of the water in each reservoir will be subject to 
its own fluctuations only. But if we open a connection, the water in 
both will assume a certain mean level, and the effects of any excessive 
supply or demand will be distributed over the whole area of both 
reservoirs. The mass of metals, gold and silver, circulating in Western 
Europe in late years, is exactly represented by the water in these reser- 
voirs, and the connecting pipe is the law of the 7th Germinal, an xi, 
which enables one metal to take the place of the other as an unlimited 
legal tender.” This passage has become almost classic. It is quoted 
by the highest bimetallic authorities as exactly illustrating the com- 
pensatory action and its effects, and to it bimetallists in general have 
pinned their faith in the double standard. 

The essential difficulty in Mr. Jevons’s illustration is that the two 
metals, gold and silver, in the two reservoirs, when they are connected 
by a pipe, are represented as flowing together and mingling homo- 
geneously, like one substance, such as water. But gold and silver are 
not one and the same substance, and so they cannot mingle homo- 
geneously like particles of one substance. Gold differs from sil- 
ver, as water differs from air. Gold and silver are not, in fact, of 
equal capacity to serve monetary uses; they have different sources 
of supply; they differ in value relatively to bulk; they have different 
historical associations ; they are preferred by commercial nations by no 
means with the same intensity. Therefore, when one, by reason of 
cheapness, displaces the other, it does not follow at all that the new 
demand for the cheapened metal will be exactly proportioned to the 
lessened demand for the dearer metal. In short, one cannot reason 
as if monetary demand would be impartially transferred from gold to 
silver, or from silver to gold, as if they were equal or the same for 
purposes of money. They are two substances with different qualities, 
not one homogeneous substance, as regards money uses. Hence the 
error of Mr. Jevons’s analogy. 

The Compensatory Theory may be stated as follows: When two 
metals are constituted legal tender to an unlimited amount, and coined 
indifferently in unlimited quantities at a fixed ratio of value, any cause 
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that tends to change the ratio of value of the two metals in the 
market from the mint ratio will, at the same time, through the 
operation of Gresham’s Law, result in a compensatory action,— 
an increase in the demand for the cheapened metal and a decrease in 
the demand for the dearer metal,—which will tend to bring the market 
ratio of the two metals back to the mint ratio. From this statement 
we must conclude that in order to illustrate, with liquids, the true com- 
pensatory action, in the process of which one metal is driven out of 
circulation by the other, the two liquids can not mingle homogeneously. 
In Mr. Jevons’s analogy his compensatory result is wrongly conditioned 
on the mingling of the two liquids. 

However, we are not so much concerned with the correctness of 
Jevons’s analogy as with the conclusions based on his illustration. 

The acceptance of this theory, as given by his illustration, involves 
three broad conclusions : 

1. Gold and silver are equal in regard to their capability for satis- 
fying monetary desires. 

2. The compensatory action involves a concurrent circulation of 
both gold and silver. 

3. The compensatory action is then unlimited in its power, acting 
at all times and under all circumstances. 

The first of these conclusions is a matter capable of historical 
disproof. The monetary movements of the past forty years show con- 
clusively that among commercial nations gold is held to be far prefer- 
able to silver for monetary purposes. 

In order to test the other conclusions let us, by means of a more 
perfect figure, endeavor to trace out the true compensatory action. In 
the accompanying diagram let Q Q’ represent the market in which 
the world’s supply of gold and silver exists in liquid form, and into 
which the production of each is annually poured. Let x and x be 
planes dividing Q Q’ into two reservoirs, Q containing the world’s 
supply of uncoined silver, Q’ the supply of uncoined gold. Let 
x and x be impervious to liquids and immovable. Let the volume 
M M' be within Q Q’, containing the world’s supply of metallic money. 
Let Y Y be a plane dividing 47 M’ into two reservoirs, M/ containing 
the silver money, M/’ the gold money. Let Y Y be impervious to 
liquids, but free to move from side to side within 4 M/’, without fric- 
tion. Let Oand O’ be orifices allowing free passage between M/ and Q, 
M'and Q’. Let the process of entrance into Mand J’ transform the 
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metal into money and the process of exit from Mand /’ transform 
the money into metal. Let the values of the metals vary inversely as 
their quantities, and let x and x be so placed that when the metals are 
at the same height in Q and Q’ the ratio of their values may be there 
represented as 1 to 15344. Then any rise or fall of metal in one vol- 
ume, without a corresponding rise or fall in the other, must change the 
ratio. Now, suppose that the metals stand at the same height in 
Q and Q’, so that when concurrent coinage is established, the metals 
will flow into Mand 4’, and Y Ywill be moved by pressure to stand 
in such a position that the height of the liquids is the same in the four 
reservoirs; that is, the ratio at the mint and in the market is 1 to 15%. 
This represents the ideal bimetallic condition. But this condition of 
quiescence cannot last; for the metals in the market are subject to 
continual fluctuations from outside conditions. ‘Fo illustrate this fact 
and the compensatory action, let there be a sudden influx of silver 
liquid into Q@. Immediately its height is increased, its value falls; the 
market value between it and gold will now stand at 1 to 16. The 
liquid in Q will tend to flow into 4. Then the compensatory action 
will commence. The reason for the new figure which I have drawn 
now presents itself. As the two metals are not homogeneous, the 
plane Y Y cuts off any direct mingling of the two. Any effect, there- 
fore, in reality, can be produced only by a movement of the plane Y Y 
within the volume 47 M/’ toward O’. The flow from Q to M instead 
of raising the liquid in M/ above that in 47’, will force Y Y toward O’, 
driving the liquid from M/’ into Q’. This will raise the height of the 
liquid in Q’ (é. ¢., lower its value), while the influx from Q into 4% will 
lower the height of liquid in Q@. The two metals will thus come again 
to the same height (or ratio of value), but only by one metal pushing 
the other out of circulation. Now note the limit of this compensatory 
result. If equilibrium is not soon restored, Y Y reaches O’, gold has 
been entirely driven out, and there is no longer any communication 
between Q and Q’. We have now the single silver standard, and all 
fluctuations in Q are exactly duplicated in /, unaffected by the fact that 
coinage is legally (although not in fact) concurrent. Historically this 
has always been the result. The only way in which gold may again 
enter the mint is by becoming the cheaper metal. Thus, while the 
concurrent coinage law is not lessening the fluctuations of the money 
standard, it is at least making it possible that a poorer standard shall 
be substituted at any moment. 
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After this study of the compensatory action we are forced to con- 
clude that— 

1. The compensatory action means an alternating standard. 

2. The compensatory effect is felt only during the time of alterna- 
tion. 

3. When the alternative standard has been reached, the compensa- 
tory action ceases, and the monetary standard is subject to all the 
market fluctuations of a single standard. 

4. Compensatory action always results in the substitution of a 
lower standard, which is naturally the one liable to the most violent 


fluctuations. 
RosertT F. Hoxie. 





THE POPULATION OF JAPAN. 


THE official census of Japan for 1891 presents some figures which 
are not devoid of interest. In the first place the following totals are 
submitted : 

Houses, - + - 7,806,369 
People— Males, 20,563,416 
Females, - 20,155,261—40,718,677 


Excess of males, - 408,155 
The above figures are exclusive of 4,631 foundlings and 1,037 
“unregistered prisoners,” and show an increase over 1890 of 317 
houses and 265,216 people. If the same rate of increase has been 
maintained during the past year, the present population can not be far 
from 41,000,000. 
If the population for 1891 be divided according to the three classes 
of Japanese society, the following proportion is shown: 
Peers (Kwazoku), - - - - 3,844 
Gentry (Shizoku), - 2,009,396 
Commons (Heimin), - 38,705,437 


Total, - - - - - 40,718,677 
The Empire of Japan is divided, for governmental purposes, into 
three Fu (Municipalities), forty-three Ken (Prefectures), and the Hok- 
kaido, or Yezo, which is a sort of “Territory.” The most populous of 
these political divisions is Niigata Ken, on the west coast, with 
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1,748,512; the least populous is the Hokkaido in the north, with only 
314,108. The Loo Choo Islands, under the name of Okinawa Ken, 
have a population of 410,881 ; while in Japan proper the least popu- 
lous district is the small one of Miyazaki Ken, with only 413,937. 
The three municipalities (Tokyo, Kyoto and Osaka) have respectively 
1,150,011 and 882,615 and 1,216,670). In all, two Mw and thirteen 
Ken exceed the million mark in population. 

From the table giving the population at various ages some interest- 
ing facts are deducible. The given ages range from one (1) to one- 
hundred-eight (108) years; and there are 2,676 persons whose 
ages are “unknown.” Of those who are put down at one year, the 
males predominate by more than 15,000; and they continue to pre- 
dominate, by majorities ranging from less than 5,000 to almost 20,000, 
through the age of fifty. The ages fifty-one to fifty-four, inclusive, 
considerably decrease the supremacy of the males; the ages fifty-five 
and fifty-six show slight majorities for the females ; fifty-seven and fifty- 
eight give the males again a small excess; but from fifty-nine years up 
the females maintain an uninterrupted predominance, with varying 
majorities, which occasionally exceed 10,000. 

The age of three is credited with the largest number (1,015,251) ; 
and both one-hundred -five and one-hundred -eight with the small- 
est number of only three (3) each. During the first seventeen years the 
totals by years are in 900,000 and 800,000; from eighteen to twenty- 
eight they run between 700,000 and 600,000; from twenty-nine to 
forty-nine they coverg500,000 and 400,000; from fifty to sixty-eight 
they are between 300,000 and 200,000 ; from sixty-nine to seventy-four 
they drop to 100,000, and from seventy-five on they fall rapidly. 
There are 53,315 persons credited with the age of eighty; 21,806, 
with that of eighty-five; 3,477, with that of ninety; 496, with that of 
ninety-five ; 52 are centenarians, and 111 are above the century mark. 

It thus appears that the predominance of males begins to show 
considerable decrease from the age of fifty; that the period between 
the ages of fifty and sixty is debatable ground; and that from the age 
of sixty female predominance is securely established. In European 
countries the two sexes become equal between the ages of twenty and 
thirty, and from the latter age upwards the excess begins to turn to 
the females. This great difference is probably due, among other pos- 
sible causes, mostly to the “easier circumstances of life” in Japan, 
and to the small amount of emigration which, in Europe, carries away 
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the young men in large numbers. For comparison in this connection, 
the figures of the last census of the United States would be very inter- 
esting. 

It is possible that, in this census of Japan, the ages have been esti- 
mated according to the old Japanese method of reckoning, and need, 
therefore, to be somewhat diminished; but it seems more likely that 
the modern European calendar, officially adopted in Japan in 1873, 


would be employed in an imperial census. 
ERNEST W. CLEMENT. 





APPRECIATION OF GOLD. 


In view of the new agitation in England relative to the question 
whether the scarcity of gold has been the cause of the fall of prices 
and the cause of many economic ills to society, it may not be amiss to 
call attention to an article by Professor Edgeworth, of Oxford, written 
in 1889.* 

The main purpose of the article was to discuss the proper sense in 
which an average of prices could be used, or what is the meaning of 
appreciation. The writer ably raises the question whether an average 
of prices means anything, in acondition of facts such as ensued after 
1873, when one group of commodities did not fall, and another showed 
a fall in prices. If, of 100 articles, 51 rose and 49 fell in price, what 
meaning is there in saying there was an average fall of prices, even if 
the arithmetic brought out that result for the whole 100? As Pro- 
fessor Edgeworth expresses it: ‘There are, however, certain cate- 
gories of prices which exhibit no fall, but rather a rise ; perhaps capa- 
ble of being grouped into a distinguishable, but not altogether sep- 
arate, type. Under such circumstances it is a nice question for prac- 
tical judgment whether we can at least posit a unique type.” On this 
point, as to the various conceptions of appreciation, the writer has 
thrown no little light ; but when he touches the other points with which 
the practical public are concerned, one cannot so easily follow him. 

On one part of the argument given by other writers he may pos- 
sibly not have understood them. “On this question are we to side 
with Messrs. Forsell, Laughlin and Wells, or with the bimetallists? I 
fear that I cannot give an unqualified assent to the advocates on either 
of the sides. On the one hand, many of the arguments used to prove 


* Quarterly Journal of Economics, January, 1889. 
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that there has not been a fall in general prices appear to me altogether 
wide of the mark. To assert with Mr. Laughlin* and others that, in 
order to prove a general fall, you must prove a fallin every article, is 
wholly to ignore the character of the investigation.” Professor Edge- 
worth in this statement has wholly misunderstood my argument. I, at 
least, never contended that, “‘in order to prove a general fall, you must 
prove a fall in every article.” Accepting the fact of a decline in prices, 
my contention was solely that the cause of the decline could not be a 
scarcity of gold; since, if there was a single cause for the fall, then this 
cause should show itself in all, or nearly all, the commodities quoted. 
And I also gave elaborate data to show that the causes of the decline in 
prices, whenever appearing, could be explained by other than refer- 
ences to the scarcity of gold. I do not wish, therefore, to be quoted 
as arguing that there has been no fall of prices, in whatever sense that 
may be taken by Mr. Edgeworth. 

In fact, one might well have agreed with Mr. Edgeworth’s words 
when he says: “Similarly, I am prepared to accept the statement that 
there has been an average decline of prices by so much per cent.” 
But in the very next sentence he makes an attempt at giving the cause 
—whicn is the real point at issue—as if it were a mere paraphrase of 
the former sentence: “Or, translating this statement into other terms 
(according to the reasoning above explained), I think it quite likely 
that throughout the civilized world there has been a decrease of money 
in relation to the work which it has to perform.” One must strongly 
dissent from this reasoning; the more as it is not substantiated by the 
facts. To say that a decline of prices is synonymous with a decrease 
of money in relation to the work which it has to perform, is to grant 
the whole point at issue ; for I contend that, granting the fall of prices, 
it does not prove anything as to a scarcity of gold, the less so as 
France and other countries are collecting gold in unprecedented quan- 
tities. 

Mr. Edgeworth’s position is the more inexplicable because he closes 
the article by these significant words: “As to the cause of this phe- 
nomenon [#. ¢., the Aecline of prices], I do not pretend to an impor- 
tant opinion. If, in the eternal race between gold and goods, gold 
seems at present to have fallen behind, I leave it to nicer observers to 
determine whether it is the gold which has been curbed or the goods which 


* Quarterly Journal of Economics, April, 1887. 
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have been spurred, or whether and in what degree both agencies may have 
operated.” In this passage, he very clearly refuses to say that a decline 
in prices has been caused by a scarcity of gold, and in that opinion I 
most heartily concur. J. LauRENCE LaAuGHLIN. 





OUR COMMERCIAL RELATIONS WITH THE 
HAWAIIAN ISLANDS. 


Durinc the month of January the Hawaiian Islands suffered a revo- 
lution. The authority of the queen was set aside, a provisional gov- 
ernment constituted, and a commission sent to Washington to petition 
for the annexation of the islands to the United States. On the rst of 
February, at the suggestion of the provisional government, the United 
States minister hoisted the flag of his country over one of the principal 
buildings of Honolulu and proclaimed that the islands were under the 
protection of the United States. 

One of the principal causes of this remarkable event is to be found in 
the commercial relations of the two countries. To trace this cause 
from the beginning it is necessary to go back nearly twenty years. 

The Hawaiian Islands, from their location, find their natural 
market in the United States. But our government formerly levied a 
heavy duty on the article sugar, which forms their chief product. For 
years the efforts of the Hawaiian government were directed to securing 
release from this burden. Finally, on January 30, 1875, the repre- 
sentatives of the two governments signed a reciprocity treaty" which 
provided that, in return for the admission of certain products of the 
United States into the islands free of duty, certain Hawaiian 
products, the chief of which were sugar and rice, should be exempt 
from duty when imported into the United States. Provision was made 
to carry out this treaty on the part of the United States by the act of 
Congress of August 15, 1876. It went into effect on the signing of a 
protocol by the representatives of the two powers, September 9, 1876. 
By its terms this treaty, or convention,-as it is strictly called, was to 
last for seven years, after which either party might abrogate it ona 
year’s notice. On December 6, 1884, a convention* was signed pro- 


*“ Treaties and Conventions between the United States and Other Powers,” p. 
546. 


* Jb, p. 1187. 
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viding for a renewal of the reciprocity arrangement for another seven 
years, but the ratifications were not exchanged until November g, 1887. 
As notice of a wish to terminate the arrangement cannot be given until 
the seven years have expired, both nations are therefore bound to it 
until November 9, 1895. 

The reasons why the United States agreed to this treaty were chiefly 
diplomatic. The Hawaiian government had been coquetting with 
other powers which never miss a chance to acquire territory. In 1875 
one-third of the Hawaiian sugar crop went to Australia and arrange- 
ments were on foot to send the entire crop of 1876 there. The sugar 
planters were negotiating with English capitalists for the establishment 
of close commercial relations with Australia and England and for the 
importation of coolies from India. 

It was argued before the Senate that, if the islands were obliged to 
continue this policy, they would fall more and more under English 
influence, and ultimately become a virtual, if not a real, dependency of 
the British crown. Thus a foreign power would become established 
near our own coast on the most important commercial and naval point 
in the Pacific ocean. 

To show the effect of the reciprocity treaty and to afford a basis 
for discussing our commercial relations with the islands, the following 


table is presented [ 00,000 omitted ] :* 








Year | Exports from United Imports to United States from Islands? 
States to Islands Sugar Total 
Ibs. : 
17.8 r $ 
20.9 








1875 $ 
1£76 
1877 
1878 
1879 
1880 
1881 
1882 
1883 
1884 
1885 
1886 
1887 
1888 
1889 
1890 
1891 
1892 


41.6 

61. 

76. 
106. 
114. 
125. 
169. 
191. 
208 
228. 
243 
224. 
312. 
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* Compiled from the “ Reports on Commerce and Navigation,” 1875-91. 
__ ®The government reports for 1877 and 1878 do not give the imports from the 
islands by articles. 





282 JOURNAL OF POLITICAL ECONOMY. 


One noticeable feature is the large excess of imports over exports ; 
but there is good reason to believe that the balance of trade arising 
from this excess is mainly nominal and not real. The valuable sugar 
plantations are largely owned by San Francisco capitalists. The 
carrying trade and much of the lucrative business of the Islands is 
done by citizens of the United States. The government debt and 
most of the private debts are held in the United States.* As a result 
the accruing rents, profits and interest come to the United States, 
never to return, and so far offset the apparent balance of trade as to 
leave but little to be paid in London exchange. This means that 
about two-thirds of the annual export of the islands goes to enrich 
the capitalists, ship-owners and business men of the United States ; the 
remaining one-third comes back to the Hawaiians in commodities for 
their own use. 

But the most striking fact indicated by this table is the enormous 
increase in the trade. From 1875 to 1891 exports increased nearly 
eight-fold and imports over eleven-fold. This was brought about 
chiefly by the reciprocity treaty. But let us see how it was done. 
Until the sugar schedule of the McKinley tariff act went into effect on 
April 1, 1891, the United States collected import duties on sugar equal 
to about 75 per cent. ad valorem. The duty on the grade which com- 
prised most of the import from the Hawaiian islands was three cents a 
pound after 1883; before that it was over four cents.” But Hawaiian 
sugar came in free; and as it was just as good as any other and brought 
as much in the market, this arrangement enabled the planters of 
Hawaii to make an extra profit of three cents on every pound of sugar 
they raised. The remitted duty was a free gift from the United States 
government. 

From the time the reciprocity treaty went into operation until sugar 
was put on the free list, the islands sent us 2,000,000,000 pounds of 
sugar. The remitted duty, therefore, amounted to about $60,000,000. 

The case is the same with rice, except that the amount is much 
smaller and the duty is still maintained. But the figures show very 
clearly the effect of the successive reductions in the duty. At the date 
of the treaty the duty was two and one-half cents per pound for 


*“ Statements to the Committee of Ways and Means on the Morrison Tariff Bill 
of 1886,” pp. 56, 64, 67 and 79. 

*“U. S. Statutes at Large,” Vol. xxii, p. 502; Vol. xvi, p. 397; Vol. xviii, 
P+ 340. 
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cleaned rice and two cents for uncleaned.' As the rice from Hawaii 
comes in free under the treaty, that country had an advantage over 
other rice- producing countries just equal to the amount of the duty. 
So the export of rice to the United States increased rapidly to 13,000,- 
ooo pounds in 1883. In that year, however, the duty was reduced a 
quarter-of-a-cent on cleaned rice and half-a-cent on uncleaned,’ 
bringing Hawaii so much nearer to a level with other countries. As 
a result the exports to the United States declined during the next three 
years to nearly half of what they were in 1883. In 1890 the duty was 
reduced again by another quarter-of-a-cent,3 and the export for the 
fiscal year 1891 fell off 28 per cent. 

The effect of this artificial stimulus upon the Hawaiian Islands was 
all that might have been expected. In a short time many of the 
plantations trebled in value. From 1876 to 1883 the production of 
sugar increased six-fold. Immigration was large, though not always 
of the most desirable character. In Hawaii reciprocity was immensely 
popular.‘ 

But when the United States placed sugar on the free list in 1891, 
all was changed. Since then the Hawaiian islands have had no 
advantage in our markets over other sugar- producing countries. Asa 
result they have experienced a severe depression in business and a 
sharp decline in values. Many of the plantations which had been 
opened have proved unprofitable, since they were forced to compete 
with those of the Philippine Islands. Some have been abandoned 
and a multitude of laborers are now out of work. 

For this deplorable state of affairs the Hawaiians naturally sought 
aremedy. They had once gained admission within the wall of protec- 
tion which the United States builds about itself. But now the part of 
that wall which protects sugar has been thrown down. Instead of 
protection, the United States now gives a bounty to its sugar - producers 
—two cents for every pound of sugar raised. Again, the Hawaiians 
seek for themselves the privilege possessed by the sugar- producers of 
the United States: they want to be annexed, so that they can draw the 
sugar bounty. 


*U. S. Statutes at Large, vol. xiii. p. 213. 

*Ibid., vol. xxii., p. 503. 3Ibid., vol. xxvi., p. 585. 

‘Statements to the Committee of Ways and Means on the Morrison Tariff Bill 
of 1886, pp. 14-21, 56-71. 
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As Hawaii sends us between 200,000,000 and 300,000,000 pounds 
of sugar every year, annexation would cost the United States about 
$5,000,000 annually. Of course after the Islands were annexed, the 
bounty need not necessarily continue. But as the bounty is for the 
benefit of the South and as the government is now Democratic, repeal 
is not probable for five or six years at least. 

It may be that we ought to annex the Hawaiian Islands for political 
or diplomatic reasons. But let us first count the cost. May not the 
expenditure of $25,000,000 in new vessels strengthen our navy more 
than a coaling station at Honolulu? Besides, let us not flatter our- 
selves by mistaking the real reason why the Hawaiians so love the 
United States. FREDERICK R. CLow. 





BOOK REVIEWS. 


On the Shifting and Incidence of Taxation. By Epwin R. A. 
SELIGMAN, Professor of Political Economy and Finance, 
Columbia College. Publications of the American Economic 
Association, Vol. VII., Nos. 2 and 3, pp. I9gI. 


Sinking Funds. By Epwarp A. Ross, Ph. D., Associate Pro- 
fessor of Political Economy and Finance in Corneli Univer- 
sity. Publications of the American Economic Association, 
Vol. VII, Nos. 4 and 5, pp. 106. 


Taken together, these two monographs published under the aus- 
pices of the same association and following, one the other, in swift 
succession, show the increasing interest that American economists are 
coming to have in a branch oftheir science which, a decade ago, attracted 
out little scientific attention in this country. But the growing practical 
importance of the great questions of taxation and finance, and the 
clearer recognition that something may be done toward their solution 
by scientific treatment, have helped to naturalize the study of public 
finance on our soil in recent years. Professor Seligman has had a lead- 
ing share in this movement and we are glad to find in his present 
monograph renewed evidence that we have in our midst some writers 
who are prepared to touch the most difficult problems of public finance 
with a strong hand. For Dr. Seligman’s essay is an undoubted con- 
tribution to the literature of taxation, if indeed it is not the very best 
treatment the subject of incidence has received from any modern writer. 
The same may not be said of Dr. Ross’s monograph. It is a some- 
what “uneventful” essay on a time-worn theme, exhibiting few traces of 
real scholarship, and throwing no new light upon the difficulties of 
his subject. At best it will be found a convenient summary for the 
uninformed reader. 

In the present essay, Dr. Seligman has boldly grappled with the 
delicate and intricate problem of the incidence of taxation—one of the 
most perplexing problems in the whole range of financial science, con- 
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sidered either in its theorerical or in its practical aspects. The discus- 
sion is always vigorous and stimulating, sometimes profound, and will 
be found most full of suggestion even where one is most inclined to 
differ from the specific conclusions reached by the author. But whether 
we accept the conclusions or not, all who are acquainted with the un- 
satisfactory character of the attempts hitherto made to unravel the 
intricacies of this knotty question, will at least feel indebted to Dr. 
Seligman for the clearer light in which he has put the problem. The 
older, or Ricardian doctrine of incidence revealed both the merits and 
the weakness which was characteristic of that whole system of political 
economy. It was purely hypothetical, perhaps necessarily so, in a first 
approximation toward the truth. But the purposed simplification of 
the phenomena under treatment, taken with their limited interest in the 
practical aspects of the discussion, kept the older economists from push- 
ing their inquiries into the deepest difficulties of the problem and so 
reaching results of more permanent value. Much moresurprising than 
the incompleteness of the theories of the older writers is the scant treat- 
ment that the important problem of incidence has received at the hands 
of most present-day writers. The Germans who have made so many 
notable contributions to other parts of financial science have done 
almost nothing in this connection. The learned, voluminous, and 
otherwise exhaustive treatises of Wagner, Roscher, Schaffle and Cohn 
are almost silent on the vital question of incidence. Their négiect of 
it almost induces the suspicion that they have inadequately appre- 
ciated its real bearings. For the problem of justice in the distribution 
of the burdens of taxation which these writers have placed in the very 
foreground of discussion, admits of only a very partial solution until 
aided by the teachings of asound doctrine of incidence. This becomes 
fully apparent the moment the problem is stated; and popular discus- 
sion has always conceded it. 

It has been recognized since the time of Tacitus that a tax is fre- 
quently advanced by one person and ultimately paid by another. The 
most simple case is that of taxes on commodities; the distinction be- 
tween the so-called ‘direct’ and ‘indirect’ taxes rests largely upon this 
basis. And the bottom has dropped out of that distinction—at any 
rate, as one of scientific value—precisely because a more exact analysis 
of the complicated phenomena of taxation has demonstrated that the 
processes by which pressure applied at one point is diffused over a 
wider area are too subtle and elusive to admit of such simple ascer- 
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tainment as the distinction would imply. It is frequently possible, 
only after most careful reasoning and a clear appreciation of the gen- 
eral conditions, to discover with tolerable certainty on whom the bur- 
den of a given tax really and finally rests, wherever it may have orig- 
inally been imposed. The result is called the incidence, the process 
the shifting, the object of the inquiry being to distinguish the real tax- 
bearer from the nominal tax-payer. And only as this problem meets 
with a satisfactory solution will it be possible, even theoretically, to 
devise a scheme of taxation that shall really distribute the burdens 
of taxation in the proportions demanded by justice. It is the most 
fundamental problem in the science of taxation, because it is involved 
in almost every other; and substantial progress is impossible until it 
is fairly faced and disposed of. The equities of contribution are a 
mere dream until it is ascertained with precision what opposition their 
attainment is likely to encounter from the action of economic forces. 
The present monograph falls into two parts—the one critical and 
historical, the other constructive and dogmatical. A sufficiently elab- 
orate review is made of the different theories of the incidence of taxa- 
tion in a chapter of 75 pages. This is followed by six chapters of 100 
pages discussing in detail the incidence of taxes on agricultural land; 


on urban real estate; on personal property, capital and interest; on 
profits; on wages; and on certain minor taxes. A concluding chapter 
shows the application of the results reached to the general science of 
finance. 


For purposes of the historical review the author classes the writers 
on taxation into ten different schools more or less clearly distinguish- 
able by their doctrines of incidence. His presentation of their views 
is usually faithful, for he has taken evident pains to understand them 
and grasp their meaning in its entirety. But he occasionally makes a 
slip and sometimes unnecessarily emphasizes minor defects or points 
of difference. We stay to notice but one of these. Ricardo, whose 
name is properly associated with the authorship of the absolute theory, 
receives extended notice. But it may be questioned whether Dr. Selig- 
man has really caught the essence of the Ricardian doctrine, when, in 
summing up, he says: “It will be readily seen that these teachings of 
Ricardo depend entirely upon the wage (sic) fund theory” (p. 37). To 
say that Ricardo held the wages-fund doctrine is at least a question- 
able statement and one that needs some other proof than the unsup- 
ported dictum of the author. Ricardo held the wages-fund theory about 
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as much and as little as Adam Smith held the Ricardian doctrine of 
rent, and the reader who proceeds upon the contrary assumption wil! 
certainly fail to adequately understand Ricardo’s doctrine of incidence. 
The wages-fund doctrine means something, and not everything that 
the economists of the classical school ever wrote on the subject of 
wages. Ricardo’s was in truth a theory of proportional wages, but the 
wages-fund theory was an attempt to explain the fact and conditions 
of absolute wages, and, as such, it does not emerge in a distinct form 
in the history of economic theory, until the publication of Senior’s 
article in the Metropolitana; it certainly does not antedate the elder 
Mill’s Political Economy. It may, indeed, be well questioned whether 
Ricardo would have adhered so tenaciously to the belief that taxes on 
wages would inevitably and ultimately diminish profits, if he had held 
the perfected form of the wages-fund theory—certainly, not without 
having first tried to estimate the reactionary effect of diminished prof- 
its on wages through the influence exercised on the motives to the 
accumulation of wealth. 

Nevertheless, Dr. Seligman has done well to attempt a modification 
of the Ricardo-Mill doctrines of incidence in the light of a more 
searching examination of some of their fundamental premises. The 
weakness of their general economic theory was the too unqualified 
assumption that free competition would bring about an almost perfect 
equality of profits. The fact was that neither capital nor labor pos- 
sessed the degree of mobility assumed. Ricardo was probably aware 
of this fact, although the commercial and industrial conditions of his 
time gave much support to his assumption. Mill certainly knew it, 
and tried to justify this method, in connection with his treatment of 
the laws of value and distribution, on the ground, “that only through 
the principle of competition has political economy any pretension to 
the character of a science.” Studies of later economists have shown, 
however, that political economy does not forfeit its scientific claims by 
more narrowly circumscribing its fundamental assumptions; rather 
do they establish that this will be the time of advance for the future, and 
that, in this wise, political economy will take on, more and more, the true 
character of a concrete science, and become a more and more valuable 
aid to the science of legislation. But the concrete method has its 
difficulties, its dangers, and its limitations, and some of these are 
exemplified in Dr. Seligman’s treatment of one of the pivotal questions 
of incidence —the incidence of taxes on land. 
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Passing by the less important forms of land taxes, we will examine 
the author’s treatment of the more common ones of “ the tax assessed 
according to net profits, or to selling value of the property” (p. 95). 
These two bases of the tax are treated by the author as equivalent. 
They are, so far as concerns incidence, but not in the matter of assess- 
ment, as too many tax-payers perfectly understand. They would not 
necessarily be equivalent, even on the assumption that “the selling 
price of agricultural land is nothing but the capitalized value of the 
net profits ordinarily derived from its use.”* They might be equiva- 
lent, if selling price varied always and only with variations in the 
amount of net profits. But this is what it does not do as Von Hock 
has pointed out.* Selling price of land varies with many other cir- 
cumstances, independently of changes in the amount of the net prod- 
uce, not the least important among which are changes in the general 
rate of interest. It might well, therefore, make a considerable differ- 
ence in the amount of the tax whether it were assessed on the basis of 
selling value or of net produce; it would, however, make no difference 
in its incidence. 


According to Ricardo, such a land tax would be shifted to the 
consumer in the price of agricultural produce. Such a tax, falling 


upon all land, would raise the marginal expenses of production, 
which determine price, and, unless the farmer could reimburse himself 
for his increased outlay by increesed prices, he would withdraw his 
capital and labor and employ it elsewhere; and this decrease of supply 
would raise prices. Dr. Seligman rejects Ricardo’s conclusion because 


*We hardly know how to reconcile the writer’s phrase, “net profits ordinarily 
received,” with his subsequent explicit and repeated denial of the existence of normal 
or natural profits. Again (on p. 97) he seems to base a part of his reasoning on the 
doctrine of “usual profits,” which are somewhat arbitrarily, though evidently with 
reference to some supposed matural and normal standard, defined as “just sufficient 
profits above the cost to enable him [the farmer] to live comfortably. 

But one is still more inclined to wonder why the writer has not gone more 
directly to his conclusion as to the non-transferability of a tax on agricultural profits. 
If he had reasoned consistently with his no-profits theory of distribution and value, logi- 
cally, he should have shown that the tax—being a tax on net profits—could not 
enter into the marginal expenses of production (7. ¢., of that portion of the produce 
produced on the margin of production), since that portion, according to the no-profits 
theory, is produced under conditions which yield no profit ; and so, consequently, that the 
tax could not be shifted. Or does Dr. Seligman, perhaps, assume a law for — 
tural profits different from that for business or other producer’s profits? 


° Ocffentliche Abgaben und Schulden, p. 183. 
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he is unable to accept the conditions upon which it rests. In his view, 
the tax in actual operation will tend to rest on the land - owner and not 
on the consumer, because “only when the tax is so exorbitantly high as 
to swallow up the whole rent and the whole profits, so as absolutely not 
to leave the cultivator any margin for living expenses, will he abandon 
the land in such large quantities as to affect a material decrease of 
supply” (p. 97). This is certainly a somewhat extravagant assertion, 
and one that must have been made when the writer was suffering under 
an intense reaction from the Ricardian economics. If Ricardo erred 
in too incautiously assuming for capital and labor a degree of mobility 
which does not in fact exist, Dr. Seligman has grievously erred in rush- 
ing into the opposite extreme, implied in his drastic assumption of an 
almost absolute immobility of capital and labor. Doubtless the vis 
inertia of agricultural capital is much more considerable than that of 
trade capital, but is it quite so sluggish in its movement as Dr. Selig- 
man has allowed himself to assume? Certainly he adduces no real 
evidence in support of his view, though the point is one of crucial im- 
portance. If we may credit the judgment of an English economic 
historian, who, whatever his shortcomings may be, will certainly not 
be charged with a prejudice in favor of Ricardo, the latter was not 
very far out of touch with the actual condition of agricultural industry 
in his day, when he based his reasoning on the assumption of free com- 
petition. Hear what Dr. Cunningham has to say on this point: 

“When he wrote of agriculture or of anything else, he wrote of it 
with full and special consideration of the circumstances under which it 
was carried on in his own day. . . . and as farming had become, 
throughout the country generally, a trade rather than a means of procur- 
ing subsistence, the fundamental condition of competition was present. 
Farming in 1815 was still largely extensive ; a fall of prices resulted 
immediately in certain land going out of cultivation. If prices rose 
again, it might be predicted with certainty that the same land would be 
brought back again into cultivation.’’* 

And recent investigations into the agricultural history of our own 
country disclose a striking correspondence between variations in the 
prices of produce and in the extent of cultivated acreage.* Indeed, 


* The Growth of English Industry and Commerce in Modern Times, p. 572: 
Cambridge, 1892. 

*See an excellent article on the Price of Wheat since 1867, by Dr. T. B. Veblen, 
in the first number of this Journal, December, 1892. 





BOOK REVIEWS. 291 


they establish that price has been one of the most active of the con- 
trolling factors in determining the variations of acreage sown to differ- 
ent crops, and that a decrease of supply is by no means the almost 
impossible process pictured by Dr. Seligman. We quote from Dr. 
Veblen’s study a paragraph on the most recent period of our agricul- 
tural experience, touching this point : 

“ As already noted, there was no great radical change directly affect- 
ing the production of wheat during the years after 1881, except the 
change in prices. But while the change in price was so nearly the only 
great change of the period, that change was unprecedented in magni- 
tude and character, and the resulting, or, perhaps some would prefer to 
say the accompanying, change in the movement of the wheat acreage 
in this country has been no less serious and unprecedented. The total 
acreage sown to wheat, which for a series of years previous to 1880 had 
habitually increased by a yearly addition of something like ten per 
cent., practically did not increase at all, in the aggregate, from that 
time until 1891.”” 

Furthermore, the question does not ordinarily present itself to the 
farmer in the form of an alternative, as Dr. Seligman too hastily 
assumes, between wholesale abandonment of the land and continued 
production at unremunerative or ruinous prices. There are more sim- 
ple and less costly methods of diminishing supply. Dr. Cunningham 
has pointed out that in England at the present day, when times are 
bad, land may fall out of condition, even though it be retained in cul- 
tivation. And the American farmer is sufficiently well acquainted with 
the varied capacities of the soil to understand that one crop may fre- 
quently be made to pay when another will not; that good wheat land 
will also raise good swine ; that it is a part of the business of an intel- 
ligent farmer to be constantly studying the conditions of the market, so 
as to know to what use his land may be best put. 

Our conclusion, then, is that the Ricardian hypothesis is still suffi- 
ciently near the actual conditions of agricultural industry as practiced 
in this country and England to establish a presumption in favor of the 
validity of the doctrine of incidence logically deduced from it; that 
there is a distinct tendency for a tax upon agricultural profits, taken by 
itself, to be shifted to the consumer —a tendency that is bound to assert 
itself “in the long run”; and that in America a part and probably a 
considerable, though varying, proportion of the tax on farming capital 


* Ibid., p. 99. 
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is so shifted at the present time. At any rate, the balance of probability 
seems to lie on the side of Ricardo’s doctrine, and this, notwithstand- 
ing the fact, whose importance it is very easy to overestimate, that 
under the conditions of modern international trade the price of agri- 
cultural produce is frequently fixed in a market outside the limits of 
the country where the produce is raised and the tax imposed. 

But though Dr. Seligman has hardly made good his promise of 
paying particular attention to the practical aspects of the discussion 
in his treatment of taxes on agricultural land, the same may not be 
said of the chapter on the incidence of taxes on urban real estate. 
His treatment of this subject is eminently satisfactory, and the results 
reached are of solid value. By closely attending to the legal incidents 
affecting building and land tenures, by a more exact analysis of the 
concrete conditions surrounding the letting and hiring of house 
property, and by a fuller appreciation of the importance of the time 
element in modifying the factors of the problem, he has thrown much 
new light upon the jumble of imperfect ideas that have hitherto 
enveloped the treatment of this important topic. And above all he 
has shown the necessity of attending to the original imposition of a 
tax—a point which has been slighted by many writers, but one which 
is of the first consequence, as Dr. Seligman’s carefully worked out 
conclusions amply demonstrate. Owing to the retarding force of 
economic friction, a tax is very apt to stick where it is first imposed. 
Of two taxes assessed upon the same objective basis but collected at 
different points in the chain of relations in which different persons 
stand to the thing taxed, the ultimate incidence may be very different. 
This result is very well exemplified in a comparison of the tax on 
urban real estate in England and America. This tax is composed of 
two parts—that upon the ground, and that upon the building. Smith 
and Ricardo reasoned that the ground-rent portion of the tax 
would rest on the ground-owner and the tax upon the building 
be shifted to the occupier. But this is one of those theoretical 
conclusions that needs qualification in the light of actual conditions. 
In America, where the whole of the real property tax is collected from 
the owner, the burden of the tax is likely to distribute itself as Smith 
assumed. But in England, where the local real estate tax is assessed 
according to the rental value of the premises and collected from the 
occupier, the main burden, including even the ground -rent portion of 
the tax, as Dr. Seligman shows, is apt to remain normally and finally 
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on the occupier. The incidence of a tax on ground-rent may thus be 
very different accordingly as it is paid in first instance by the occupier 
or by the owner. 

That part of the present monograph that is likely to excite most 
interest and at the same time provoke most criticism and disagreement, 
is the investigation of the incidence of taxes on profits. It is here 
that Dr. Seligman’s theory of incidence differs most widely from that 
of former writers, and naturally so, for it is based upon a different 
theory of value and distribution. The pivotal point of his theory is 
based upon the unreal and dangerous abstraction of a so-called “no- 
profits middleman.” He is described as the producer on the margin 
of production, who produces without profits by simply getting back 
his expenses; and it is he that fixes price. The leading features of 
Dr. Seligman’s doctrine of value and distribution may be briefly indi- 
cated in the following chain of theses: ‘The normal or natural rate 
of profits does not exist” (p. 145); ‘cost does not include profits” 
but “is the condition of profit” (p. 158); “profits depend on price” 
(p. 141); and price “tends to equal the cost of those articles of the 
class produced under the most disadvantageous conditions” (p. 145). 
An ample discussion of the doctrine of incidence based upon the 
theory of value here propounded must be reserved for another time 
and place. It will be sufficient to here point out one or two cases in 
which Dr. Seligman seems to have proved too much from the stand- 
point of his peculiar theory. 

It will be noticed that nothing is said of interest in this theory of 
distribution and we are left to infer whether it is to be included in 
“profits.” Probably it is not, “profits” being used in the limited 
sense of net earnings of management. Now, even granting it to 
be possible, theoretically, to draw a line between profits and inter- 
est, in practice it is as good as impossible to separate the two with 
accuracy. And in an investigation of so practical a subject as inci- 
dence some notice should have been taken of this difficulty, for it may 
sometimes give rise to important consequences. On Dr. Seligman’s 
own theory, the extent to which the receiver of interest and the 
receiver of “profits” can shift taxation can not be the same. The 
incidence of a tax on profits as profits are actually constituted (includ- 
ing interest) might be different according as it cut off more of one 
element than of the other in different cases. A tax seemin;:!y equal 
might bear with unequal degrees of pressure on interest and earnings 
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in different actual cases and thus very much modify its eventual 
incidence. Such cases should have received some attention. 

This same neglect to discriminate sharply between earnings of 
management and interest seems to be responsible for Dr. Seligman’s 
rejection of the widely current “excess - of - price - above - tax doctrine.” 
This doctrine asserts that the price of a commodity is frequently — 
especially when imposed in the early stages of production—raised 
somewhat higher than the amount of the tax, because, as Adam Smith 
put it, “the dealer must generally get it back with a profit.” But Dr. 
Seligman denies this conclusion, because it rests upon the untenable 
doctrine of natural profits. “The middleman cannot add his profits 
to the price, because, in a state of competition, price is always fixed by 
the cost of the most expensive increment, 7. ¢., in the case of the 
middleman by the no- profits middleman” (p. 158). This contention 
rests really upon the impalpable assumption that taxes form no part of 
expenses. Only on that assumption could it be true that the price 
would not be raised above the amount of the tax. For, if the tax does 
enter into expenses of production, as Dr. Seligman allows it does, then 
it would constitute an element of outlay on which even the “no- profits 
producer” would expect, and in the long run would receive, interest, if 
not “profits,” equally with every other portion of his investment of 
capital; unless, indeed, the no-profits producer is also to be regarded 
as a no-interest receiver. The tax would be, therefore, not a simple 
addition to price, but an addition with interest, at least. Numerous 
instances showing this effect of a tax upon prices could be found, it is 
believed, in the history of our internal revenue system. 

We point out one other case, closely related to the preceding 
one, in which the author does not seem to have reasoned strictly con- 
sistently with his fundamental positions. ‘A tax on the profits of 
some particular occupation must be shifted to the consumer; for if the 
tax rested on the particular profits, the producer would be put at a dis- 
advantage” (p. 164). Such was also the conclusion of the writers who 
held the doctrine of normal profits, and in their view the validity of 
their conclusion turned upon the soundness of this doctrine. As such 
it was perfectly intelligible. But it is not easy to see how a tax on 
profits can be shifted, if profits depend on price, and price is fixed by 
the no- profits producer. The producer who enjoyed no profits would of 
course pay no taxes, but it is he who, according to Dr. Seligman’s 
theory of value, would fix price. The case is quite analogous to that 
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of a tax on rent, which could not raise the prices of produce, since it 
would not affect the producer on the margin of cultivation. A con- 
sistent application of the no- profits theory of distribution, it is be- 
lieved, can lead to but one conclusion: that a tax on compet- 
itive profits can under no ordinary circumstances be shifted—a con- 
clusion that stands equally opposed to experience and to reason, and 
that points to the structural weakness of that whole theory of distri- 
bution and the doctrine of incidence shaped according to it. The 
unqualified acceptance of that theory. by the author of the present 
monograph has seriously imparied its value and permanent im- 
portance. 

However much Dr. Seligman may have advanced the discussion of 
incidence beyond the point at which he took it up, he has yet left gaps 
to be filled and corrections to be supplied. He has not said the last 
word on the subject ; much still remains to be done. It will, however, 
be done the easier because of the clearer light in which the present 
monograph has put the problem. The treatment of incidence is 
likely to gain much at the hands of those writers who are of a mathe- 
matical mode of thought. We may expect that the theory of inci- 
dence, at least, will be advanced to a more final form when Professor 
Marshall takes up the problem in his second volume and brings to its 
solution his admirably equipped mathematical mind and his more ade- 
quate theories of value and distribution. Meantime we may be grate- 
ful for the solid ground won in Dr. Seligman’s monograph. 

Little needs to be said of Dr. Ross’s essay on Sinking Funas. It 
is of an entirely different quality from the work just noticed. It is an 
attempt to construct a theory of “amortization” on the basis of the 
financial experiences of England and the United States. A perusal of 
the eighty-five pages devoted to the historical survey does not pre- 
pare one for a very ambitious theory of “amortization,”—a subject 
which, in spite of great difficulties, the writer tries to dispose of in a 
chapter of twenty pages. The whole treatment is superficial. The 
historical review is inadequate, the theoretical work is flimsy. Nor is 
the essay free from unpardonable and unscholarly inaccuracies, of 
which the account of the origin of British “ consols ” may be taken as 
anexample. Dr. Ross says they originated from the “hypothecation of 
Pitt’s consolidated fund to the public creditors.” But it is a familiar 
fact that the term was in use almost thirty-five years before Pitt com- 
bined the revenues into the Consolidated Fund; and had quitea 
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different origin. The term was applied to the consolidated three per 
cents provided in 1752, when, under the act of 25 George II. c. 27, 
various small three per cent. stocks were consolidated. It was from this 
process that they had long derived the familiar designation of “Consols.” 
The special student will learn nothing new from this essay, but the 
general reader may use it as a convenient résumé, sufficiently full for 
his purposes. A. C. MILLER. 





Who Pays Your Taxes? By Davip A. WELLS and others. New 
York: Putnam. Pp. 239. 


This series of short articles on taxation includes materials drawn 
from various sources, but here brought together by the New York Tax 
Reform Association as essentially representing its principles. The 
motive of the book may, accordingly, be understood from the platform 
of that society, which declares the present American system of state 
and municipal taxation hopelessly bad, and offers in its stead a system 
of which the chief characteristics are: first, exemption of “mortgages 
and capital engaged in trade, because taxes on such capital tend to 
drive it away, to puta premium on dishonesty and to discourage 
industry ; and second, the imposition of taxes chiefly on real estate,” 
because such taxes are most easily, cheaply and certainly collected, and 
because they “bear least heavily on the farmer and the worker.” 

The attack on the general property tax is sufficiently convincing, 
the material being derived in the main from the writings of Mr. 
David A. Wells and Mr. Thomas G. Shearman. The constructive 
work is not equally satisfactory, this being aside from objections to the 
two familiar theories which furnish a general basis for the system— 
the “diffusion” theory of incidence,and the theory that the rental 
value of real estate is a measure of the value of accompanying 
personality and of the ability to pay taxes. More than one writer of 
the series is led into extravagance by an excessive fear of “ discourag- 
ing” some form of economic utility or activity, failing apparently to 
realize that taxation must fall somewhere, and that it must exert an 
unpleasant pressure wherever it rests. Thus the income tax is 
denounced (p. 126 and seq.) because it is a tax on thrift, which ought 
not to be discouraged—just as though taxes could ordinarily be 
imposed otherwise than on income and at the risk of discouraging 
thrift. In the same vein (p. 8) the income tax is said to be objection- 
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able because such a tax is paid “entirely out of savings,” and thus 
“tends to discourage frugality.” Amy tax may detract from savings, 
but this applies no more to an income tax than to any other. Even 
the real estate tax must be paid out of funds which might perhaps be 
saved. The fear of “discouraging” something is exhibited in its 
most extreme form in Mr. Bolton Hall’s first article, in which the 
principle of taxation according to ability is rejected, because such a 
tax must tend to “ discourage” ability. If ability (¢.¢., ability to pay 
taxes) is to be spared, the only remaining basis is faculty (¢. ¢., power 
of production), which is not a very hopeful basis of taxation. 

It is remarkable that an argument against the taxation of capital 
should be accompanied by a proposal to tax buildings, which, in the 
main, are no less clearly capital and no less useful instruments of 
business enterprise than bonds or money at interest. The title of the 
book leads us to expect some discussion of questions of incidence, 
but we are put off with a few scattered sentences, such as the declara- 
tion (p. 12) that the truth of the diffusion theory is “too self-evident 
to need discussion,” or the questionable announcement that “all 
economists are agreed that taxes upon raw materials or upon labor are 
added —and added with a profit—to the price of goods.” 

The same readiness to take things for granted appears in the 
failure to support the proposition of the platform that a real estate tax 
rests least heavily on laborers. It has often been supposed that 
tenants pay the house-tax for the most part, and it is certain that rent 
is an important item in the budget of most laborers. A writer on 
taxation can hardly be excused for fully identifying taxation according 
to ability with proportional taxation (p. 4), or for calling the income 
tax a “ mode of encouraging a more equitable distribution of wealth” 
(p. 146). 

The admirable purpose of the book may, however, perhaps be 
allowed to cover some of its technical shortcomings, and justify this 
notice. A. P. WINSTON. 


The Theory of Wages. By HERBERT M. THompson. Macmil- 
lan & Co. Pp. xxiv. + 140. 


The author of this clear and very readable discussion of theory 
seeks to prove that the product of industry is divided up amongst the 
agents of production in shares, all of which are interdependent on each 
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other, and then to show by a series of illustrations in actual concrete 
numbers what facts and figures, on this supposition, are relevant to the 
solution of the wage problems of the day, and how such facts, when 
ascertained, should be used. 

The wage-fund theory, as interpreted by Cairnes and Fawcett, is 
treated briefly and after the manner of Walker. A very full exposition 
and criticism of Mill’s famous proposition, that “‘A demand for com- 
modities is not a demand for labor,” is here given. The case against 
Mill, Cairnes and Fawcett seems pretty well established. 

General Walker’s contention that labor is the “residual claimant” 
is opposed as equally true of other agents of production, but is not 
sufficiently treated. General Walker has virtually admitted that the 
workman, in bargaining to-day for an estimated future product, is only 
a residual claimant when stronger in bargaining power than the 
employer. * 

Mr. Thompson then essays a formidable taskk—namely, to prove 
that “the general rate of rents, like the general rate of interest, of 
wages or of remuneration of organizing power, takes its part in deter- 
mining the prices of commodities,” and that a tax on rents would raise 
the prices of commodities. Excluding all consideration of urban 
rents, where the fallacy might be plainer, he bases his argument on the 
power of new railroads, etc., to increase the quantity of available land 
and of other investments of capital to cheapen production upon land, 
and so to lower rents. Thus the author claims that land or land effi- 
ciency, like capital or brains or labor, can be increased, as there may be 
profit in so doing, and the supply of land determines its price, as is 
true with capital. 

But all this does not disprove the fact that the price of land prod- 
ucts is still determined by the marginal cost, and that the rent of all 
other land does not affect prices. The author believes that the aggre- 
gate rent of all land assists in determining prices of commodities, 
because, when an increased demand for land commodities much raises 
their price and the rent of the land in use, new land is taken up, and 
rents fall somewhat, though not to their old level. This extension of 
the margin is attributed to the rise of rent on the old lands; but is it 
not due to the ability of capital now to make normal profits on the 
new land more easily than by further application to the old ? 

The rent that some investments or increments of capital or labor 


*See article by Walker, Quarterly Journal of Economics, Vol. V., pp. 491-2. 
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appear to secure, measured by their superiority over marginal labor or 
capital, corresponds with what Marshall terms only a quasi-rent, 
which, in the long run, is foreseen, and becomes the reward necessary to 
stimulate the production of these agents, while land rent is a true rent. 

The author, however, seems to have in mind a truth of much 
importance, and one in need of more amplification than it has usually 
received. This is that the place of the margin of cultivation, which 
fixes rent, is itself largely fixed not only by the national dividend and 
consequent demand for products in general, or even the demand for land 
products, but is determined also by the cost of labor, capital and 
organizing power normally applied on this margin, and by the state of 
the arts. 

A typical case of the author’s treatment of current questions may 
be briefly given. Let X represent units of product, R stand for rent, 
I for interest, P for profits and W for wages. 

The first supposition under the eight-hour day is that in eight 
hours men would do as much as now in eight and a half, and that 
increased brain power and better industrial methods will produce g10 
units where now only 850. Then Mr. Thompson proceeds: 

“Standard year (ten hours worked) Eight hours of labor introduced 

Ten numerical units of labor sup- Ten numerical units of labor supply 
ply 10 units of labor power 8% units of labor power 
x = 1,000 x = gI0 
Nine units of land at a much dimin- 
ished rent 
Eight units of capital at same rate 
of interest 
Nine units of organizing power at 
Ten units of organizing power somewhat diminished rate of profits 
R=nmx 8= & R 9X6=>54 
I = 10 X 16= 160 I 8 X 16 = 128 
P= 30 X 16 = 160 P 9 X 15 = 135 
w= = 600 = 10 X 60 Ww =593 = 8% X 6o}F 
1,000 gio 

The average wages received by a The average wages received by a 

numerical unit of laborers will be 60 numerical unit of laborers will be 59.3.” 


Ten units of land 


Ten units of capital 


If the facts were as above, the laborers would get a little less per 
day, but more per hour and per unit of work. 

Other suppositions more or less favorable to the men are worked 
out, and so of the effects of trades-unions, immigration, education, 
and the like. EDWARD W. BEMIS. 
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A History of Socialism. By Tuomas Kirkup. London and 
Edinburgh: Adam and Charles Biack, 1882. 12mo., pp. 
vii. + 301. 

Tue volume is light, for so large a subject as the title describes, 
especially as a good portion—perhaps one - third—of the book is taken 
up with the present and future of socialism rather than with what can 
properly be called history. It is valuable, not only for the concisely 
and lucidly written historical sketch of the socialist movement of the 
present century, but even more for the exposition and criticism of the 
doctrines as held by the advanced socialists of to-day. The stand- 
point of the author is that of a sympathetic critic and conservative 
advocate of socialism. 

He does not find it necessary to go back of 1817 for the beginning 
of modern socialism, “the year when Owen laid his scheme for a 
socialistic community before the committee of the House of Commons 
on the poor law, the year also that the speculations of Saint-Simon 
definitely took a socialistic direction.” And with good judgment he 
gives small space to the narrative of what preceded the revolution of 
1848. The socialism with which he deals is the modern socialism in 
the strictest sense. 

In his estimate of the relative importance of the leading socialistic 
writers the author is hardly at one with opinions currently held by hos- 
tile critics of socialism. He gives Marx distinctly the first, and a high 
rank: “Marx was an independent thinker of great originality and 
force of character, who had made the economic development of Europe 
the study of a laborious lifetime, and who was in the habit, not of bor- 
rowing, but of strongly asserting the results of his own research and of 
impressing them upon other men” (p. 129). “In learning and philo- 
sophic power, Marx will compare favorably with Adam Smith” 
(p. 151). He denies Rodbertus the credit of in any special sense orig- 
inating the modern, “scientific,” socialistic body of doctrines, and 
urges (p. 129) that “it is an absurdity as well as an historical error to 
speak of Marx as having borrowedfrom Rodbertus”; and it must be 
admitted his main position here is true, though perhaps too broadly 
stated. He finds (p. 122) that Rodbertus’s claim to stand as the repre- 
sentative of the ripest manifestation of socialistic thought—‘“the 
master-author of the socialist philosophy,” as President E. Benj. 
Andrews puts it '—is also vitiated by his narrow views of the future of 


* See Journal of Political Economy, No. 1, especially at p. 57. 
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the movement and his singularly impotent social ideal. Rodbertus’s 
ideal of the socialist state was a monarchy constructed on the lines of 
narrowly Prussian tradition, a scheme which Mf. Kirkup finds intolera- 
ble as well as impossible. At the same time Rodbertus is accorded 
full credit for his amiable attitude and attractive writing, as well as for 
his incisive criticism of economic theory. 

The author does the socialist writers a service in calling attention 
(p. 109-110) to the “ignorance or confusion of language of contro- 
versialists who maintain that the object of socialism is to abolish cap- 
ital.” It is a service that has often been performed before, but also 
one of which there is a perennial need. The error in question is one 
that probably no socialist, anarchist or communist is guilty of, but of 
which perhaps no one who adheres to or advocates any of these isms 
has not been accused. 

A service of a like candid and kindly nature is the fair and sympa- 
thetic statement of the anarchist position (p. 191-195). 

Much less creditable is the author’s acceptance of the socialist inter- 
pretation of Ricardo. He subscribes, more than once (p. 99, 119, 143- 
4, 147), to the correctness of their rendering of Ricardo’s theory of 
value, as well as of his theory of wages; a slip which a careful reading 
of Ricardo should have sufficed to prevent. 

In his analysis of motive forces and tendencies the author finds 
that socialism is “simply a movement for uniting labor and capital 
through the principle of association ” (p. 230). The objective point of 
socialism, and the adequate remedy for the mischief of the capitalistic 
system, is to be found in the restoration of the masses of the people to 
a“ participation in the ownership and control of land and capital . . . 
through the principle of association.” The term “association” is a 
little vague, though it may not be easy to find a more definite term 
that will serve the purpose. The method by which the principle is to 
find acceptance in practical life is also not clearly indicated; it would 
be asking too much at present to require that it should, but it is dis- 
appointing to find that the author, while enumerating certain other 
factors that make in the same direction, and speaking with much hope 
of the prospect ahead, pins his faith to the coéperative movement as, 
in a special sense, the solvent of the difficulty. 

The view is forcibly set forth in the concluding pages of the book 
that the whole trend of the modern industrial development is dis- 
tinctly socialistic, and that socialism (collectivism) is but the logical 
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outcome of the continued growth of democracy under modern condi- 
tions. 

With due regard for the serious purpose of the book, and for its 
many excellent features, it is to be said that it falls short of an exhaust- 
ive analysis of the social ills on which the socialist movement feeds, as 
well as of the full scope of the social changes that must be accom- 
plished if the remedy for these ills is to be found in the direction of that 
movement. T. B. VEBLEN. 





Geschichte des Socialismus und Communismus im 19 Jahrhundert. By 
Dr. OTTO WARSCHAUER. Leipzig: Gustav Fock, 1892 and 1893. 
8vo. Lrste Abtheilung: Saint-Simon und der Saint - Simonismus, 
pp. x. + 106. Zweite Abtheilung: Fourier, Seine Theorie und 
Schule, pp. vii. + 131. 

THE two installments already published of this work make up but a 
small part of the book as it will appear when completed. It takes up 
the history of nineteenth century socialism in greater detail than the 
volume by Kirkup, and has more of a narrative and expository character. 
The preface (to part II.) states that “all dependence on second-hand 
material has been avoided on principle,” the aim being to meet the 
want that exists in economic literature of “a history of socialism drawn 
directly from original sources.” 

The author treats his material from the standpoint of economics, 
and introduces no biographical matter, beyond what is necessary in order 
to an intelligent discussion from that standpoint. It is (or perhaps 
better, promises to be) a work of painstaking research, and is exhaust- 
ive to the extent which its volume will permit. The summaries of the 
various doctrines discussed are necessarily somewhat brief, but these, 
as well as the discussion and the estimates of men and doctrines, are 
fair and dispassionate. T. B. V. 





Grundriss der Politischen Oekonomie. DR. EUGEN VON PHILIPPOVICH, 
Professor an der Universitat Freiburg. Erster Band. 
Allgemeine Volkwirthschaftslehre. Freiburg im B. und 
Leipzig, 1893: J. C. B. Mohr. 1 vol. pp. viii. + 348. 

Professor Philippovich offers us in his Grundriss a careful and 
systematic account of Political Economy as the science now stands, 
after the critical work of the so-called historical school, and the 
reconstructive work of Jevons and other English writers, and of the 
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Austrian economists and their followers, on the lines laid down by 
the earlier English, German and French writers. In my opinion, the 
character of the book can well be indicated by associating it with the 
late work— Zhe Principles of Economics—of Professor Marshall. 
Both books build the present on the past, and exhibit thus the con- 
tinuity of the science; but Philippovich does this in a very different 
way from Marshall. Marshall impresses one as trying to incorporate 
advance in theory with old theory by widening out the laws of 
economics so as to include modifications; Philippovich preserves the 
continuity of economics in view of the greater complexity of facts 
that have been pointed out to the economist, by more carefully defining 
the economic sphere, by in fact limiting economic laws to what he 
calls economic unities or societies, each of which he most carefully 
defines. The laws of the science have been everything to Marshall ; 
he wants to save them or at least reduce them to modifications of one 
or two fundamental laws, and his book is investigative in the very 
highest degree, demanding supreme effort on the part of the student. 
Now, what has been present to Philippovich from beginning to end, 
has not been the conception of economic law of the English 
economists from Senior and James Mill downwards, but the conception 
of the economic sphere, the ninteenth century idea of some organic 


economic unity expressed first of all for German thinking by von 
Thiinen and actually treated in our own day by writers like Wagner 
and Schaffle. 


Philippovich writes of no one economic society in particular; that 
is to say, one is left to make a synthesis of the economic spheres he 
does describe to find out what economics itself really is, and 
what laws govern the industrial organization of to-day. At one place, 
and indeed repeatedly throughout his book, he is influenced by the 
conception of an economic society in which economic forces are in 
equilibrium, and which is, as it were, free from the external interference 
of forces which are non-economic. The reasoning is thus made to 
wear a hypothetical aspect. Not that Philippovich argues im vacuo: 
what he does is to determine in general what we must understand by 
economic phenomena — processes and arrangements arising out of the 
economic principle in human activity, ¢. ¢., man’s supplying himself 
with commodities—by the conditions which make a society an 
economic unity, by the end of economic action. Here Philippovich is 
characteristically unable to set up any end outside the economic 
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principle in human activity, and, therefore, simply declares production 
with least cost in view of net product to be the aim of any economy; 
and then he takes up different possible and actual economic societies, 
such as the family, the society where the principle of individual 
economic advantage holds good, and where there is free or regulated 
exchange [die verkehrswirthschaftliche|, the society where economic 
interests are subordinated to a rigid system or order, and where the 
conservation of the interests of all determine the economic relations of 
individual members [de verkehr/ose], the state, and so on,—showing the 
laws which govern each of these societies, and, ipso facto, the limita- 
tions of these laws. From first to last he is strong, because he defines 
and distinguishes. I repeat, he does not attempt a reduction of 
economic laws into each other, or into a few fundamental laws, nor the 
distinction of fundamental from secondary laws; he points out various 
spheres of economic activity, and the various laws operating therein,— 
his assumption practically being that the world is an economy of 
economies. He also describes the modifications which evolution and 
history work in and over economic societies, and, on the whole, wher- 
ever he faces the question of a possible art of Political Economy, he 
keeps on the safe ground of actual narrative of past and contemplated 
changes; we cannot, he would hold, make economic interests all 
determinative, because economic forces are modifiable by forces that 
are non - economic. 

Philippovich regards Political Economy as having a theoretical 
part (lVationalikonomie), and a historical part, with a third part 
embracing various practical disciplines—such as agriculture, technic 
of trade, and the science of finance. The present volume is intro- 
ductory and, in the main, theoretical. The first book is a systematic 
account of the genetic and essential conditions—natural, social, 
political—of economic society. The fifth offers us the substitute I 
mentioned for the art of Political Economy, and is, perhaps, the least 
original part of the book, being a fairly orthodox, German account of 
Individualism, Socialism and Social reform. In the introduction, the 
author outlines for us the facts and problems of Political Economy. 
As to the former, he starts as a follower of the Austrians, and of the 
most recent experimental psychology, with a classification of needs 
and active [literally “excited” ] needs, and a corresponding classifica- 
tion of goods (Genussgiiter, Productionsmitte/) ; and as to the latter, with 
the fact of the various economies referred to, the chief problem 
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being the conditionedness (Bedingtheit) of individual economy by 
social economy—this is a recurrent idea in the book—and of any 
economy by environment. He is no more an exclusive adherent of 
the Austrians, than he is of J. S. Mill (whom he frequently refers to); 
indeed as to positive content the volume represents an honest and, I 
think, a perfectly successful attempt to combine the teachings of the 
Austrians with traditional doctrines. This body of the work is given 
in Book II. on Production and Acquisition ; in Book III. on Exchange; 
and Book IV. on Income and Consumption. The subject of Method 
is aptly dismissed by an admission tantamount to Béhm- Bawerk’s 
profession, that Political Economy may at any one time employ any 
one method or combination of methods confessedly incident to any 
given purpose. In general it is a merit of the book that in it one 
finds Political Economy to have cast off from the maiden-like intro- 
spective and critical attitude it was forced to assume in answering the 
so-called historical school. 

It is satisfactory to find in this book a proper estimation of the 
teaching of the Austrians on value. Roughly, Philippovich proceeds 
on the now common admission that what final utility explains is sub- 
jective value, and that that is not the whole of value; although, 
throughout his treatment of value, he never loses sight of the fact that 
value rests in the end on a relation which things have through each 
other to economic needs, using generally the term Verwendung, and 
sometimes Schaffle’s Bedeutung, in this regard. He thinks that all 
cases of value may practically be reduced to the two of subjective and 
objective. Objective value he soon identifies with price, and allows 
to disappear in the question of the movement of prices. Subjective 
value may mean value in use, and here final utility is determinative of it; 
or it may mean the value of productive, or multipliable goods, and here 
final utility is (mediately, of course) determinative; on the whole all 
cases of subjective value are homogeneous and are explained by final 
utility (Grenznutz). It is only owing to the developed or complex 
character of our modern economy that final utility is lost sight of; we 
have got accustomed to thinking of things in terms of each other, or 
of money, and not of wants—a thing that Dietzel in a recent contro- 
versy in Conrad’s Jahrbiicher forgets, according to Philippovich. 
Further, Philippovich says elsewhere that it is only in societies where 
individual interest completely rules that value is determined by final 
utility. If we ask ourselves where such a society is, we have an exam- 
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ple of what might be called the hypothetical character of Philippovich’s 
conclusions in general, ¢. ¢.,they all apply to particular sets of circum- 
stances. Where there is competition among sellers, cost of production 
regulates value; that is, this law, too, has validity within a certain 
range, which Philippovich defines for us in five positions. All this 
shows the book in the concrete. As to wages and earnings of man- 
agement, Philippovich stands as near to Mill as a generation or more 
of clear definition and distinction (e. g., between classes of laborers, 
capitalist and manager, etc.) renders possible. He confesses the con- 
dition of all laborers to be highly unsatisfactory, and competition to 
have manifest disadvantages, but here as elsewhere he can only think 
by way of remedy of the modifying influence of time and public opin- 
ion as expressing itself in the state or community. As to interest, 
Philippovich confesses that he holds on the whole to the view which 
Béhm-Bawerk disposes of as the productivity theory, and that in par- 
ticular his position is most akin to that taken by Walker.t Most of 
the other ordinary economic phenomena, like price, credit, capital, are 
discussed in the spirit characteristic of the book; that is, in each case, one 
gets a careful statement of their sphere and the laws which govern them 
within that sphere, and, through discrimination, a conciliatory or sympa- 
thetic version of current theories. 

The Grundriss is not investigative in tone, but didactic; it is not 
even reconstructive, but positive; it has no predominating interest save 
a perfectly balanced and lucid treatment of the whole subject of theory. 
Many of the definitions are apt to strike one as somewhat formal, and 
as problems to be solved only by a statement of the conditions of their 
solution, if one forgets that the book purports to be firstly, introduc- 
tory, and, secondly, a manual or outlines of the subject. As afresh and 
scholarly and methodized statement of what has been settled in 
economic theory, on the presupposition of an accurate psychology, of 
ethical, political and natural science, and in face of the modern facts of 
industrial organization down to trades-unions and corporations and 
trusts, it represents the high water-mark of the science in whatever 
way we choose to regard it. In the balance which it strikes between 
the hypothetical and the positive aspects of political economy it is 
classical. Being admirably divided into sections, and containing an 
exhaustive bibliography of each topic discussed, it would be a most 
serviceable book for mature students, especially at this time, when the 


* In an article in the Quarterly Journal of Economics, 1892, p. 399. 
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want is still felt of a book representing, with some degree of definite- 
ness, practically the work of two generations that have elapsed since 
Mill’s Principles. If there is any one thing that one regrets, it is 
the absence of a more detailed treatment of the subject of consump- 
tion; indeed, one is even led to expect it in the author’s statement of 
the four main problems of his science, but, as I say, his purpose has 
been simply to give it its place in the whole of the theory, like any other 
part of the subject. The Grundriss is essentially the very best sort of 
Lehrbuch for the capable student. W. CALDWELL. 





The Twenty-fourth Annual Codperative Congress of Great Britain. 
Held in June, 1892, at Rochdale. Report published by the 
Codperative Union, Limited, Manchester. 


In the light of the recent valuable books of Miss Potter (now 
Mrs. Webb) on Zhe Codperative Movement, and of Mr. Schloss on 
Methods of Industrial Remuneration, which seem to be sound in 
reference to codperation, although not altogether appreciative of 
profit-sharing, the public are prepared to examine with care the facts 
of codperation brought out at the last congress. 

Much interest was there shown in the resolution adopted that 
codperative societies should pay their employees trades -union rates of 
wages, and should combine to demand from Parliament the application 
of the same laws regarding sanitation (and ultimately hours of labor) 
to tenement - made goods as to factories, so as to break up the sweating 
system. 

Great interest attached, also, to the consideration of some means of 
codéperation with each other and in dealings with the codperative stores 
on the part, first, of the so-called “productive” (¢. ¢., manufacturing) 
societies, owned by thousands of individual stockholders of the wage- 
earning class (albeit not commonly workers in the factories thus 
owned); and, secondly, as to codperation with larger and more 
successful “ productive” societies owned by the wholesale societies or 
by the stores which compose them. 

A committee was ordered to report a plan of codperation at the 
next congress. 

Thirty-one new “ productive” societies were registered in 1891, of 
which ten were boots and shoes, five tailoring, three cabinet -making, 
two building and eleven others in various industries. Nearly every 
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society of the twenty-three reporting, after providing for 5 per cent. 
interest to capital, planned to give the workmen from 40 to 65 per 
cent. of the balance of net profit, and to shareholders in most 
cases 7% to 10 per cent. Of the remaining profit, part (usually 30 
per cent. of the net profits) was to go to customers as dividend on 
trade, and the remainder (from 5 to 15 per cent.) was to be spent for 
social, provident and educational purposes. 

The central board of the congress recognized 157 “ productive” 
societies, aside from the productive departments of the wholesale stores, 
as codperative in 1891. Of these, thirty-six, with a capital of £16,418 
and sales of £53,023, at a profit of £1,975, equal to 12 per cent. on 
the capital, were farming and dairying; and ten, with a capital of 
£555,812, sales of £1,589,888 and profits of £92,344, equivalent to 
16.6 per cent. on the capital, were corn (flour) mills, which, according 
to Miss Potter, are run, like the stores and the productive departments 
of the wholesale societies, in the interests of the consumer rather than 
of the producer. 

The remaining 111 productive societies are thus classified : 








Capital Sales Profit | Percentage of 
No. £ £ 4 profit to capital 





Cotton, Linen, Silk and Wool.| 26 346;064 605,752 16,455 4.8 
Leather Workers 26 149,183 467,759 18,978 12.7 
Metal Workers 15 14,012 43,202 2,647 18.9 
Wood Workers 9 30,413 38,955 1,629 5.3 
Building, etc 9 15,097 43,064 1,075 7.1 
Printing and Bookbinding .... 5 46,832 91,060 8,704 18.6 
21 139,771 326,655 26,348 18.8 


III 741,372 | 1,616,447 75,836 10.2 























Although in none of these, according to Mr. Schloss and Miss 
Potter, do the workers own a majority of the stock, and in less than a 
score are the workers eligible for membership on the board of 
directors, or the majority of workers even stockholders, yet, in many, 
profits are shared with the workers and the stock is mostly held by 
wage earners. 

There should also be mentioned thirty-eight codperative farming 
societies, with a capital of £55,558 and 3,315 acres, and a rapidly 
growing insurance company with fire policies of £5,731,586. 

But the most interesting productive societies are those of the 
English and of the Scotch Wholesale Societies, which are entirely 
owned and managed by the stores which own the wholesale societies. 

The figures for 1891 are as follows: 
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THE ENGLISH WHOLESALE PRODUCTIVE DEPARTMENT SALES. 


y ¥ 4 
Boots and Shoes 241,634 278,329 
Soap 33,145 37,425 
Biscuits, Sweets, Jams, etc 47,227 64,567 
Woolen 13,069 17,018 
Woolen Clothing (Factory) 6,202 12,929 
Corn Milling 178,683 
Total 341,277 588,950 























” ya 
47,408 71,127 

2,858 1,457 
13,955 17,919 
15,983 18,477 
Preserves and Confectionery 11,200 32,533 
Tobacco 15,510 
Printing 7,242 9,018 
98,646 166,041 


439,923 754,991 























THE BANKING DEPARTMENT OF THE WHOLESALE. 
Receipts Profits 
4 & 
12,440,739 
14,193,487 
The totals for all the codperative stores and “ productive” societies 
are most interesting. 








No. Societies | Members —_ a 7 
1,183 | 604,063 7,573,383 | 23,248,314 | 1,579,873 





1,554 1,117,055 | 42,261,952 | 43,200,319 | 4,170,038 
1,624 1,191,369 13,258,482 | 48,571,786 | 4,774,030 











The profit of the 1,459 stores in 1891 was £4,342,373, equal to 
32.9 per cent. on their capital (share, £11,520,055; loan, £1,207,204; 
reserve, £478,861) of £13,206,120. 

After paying on the average about 5 per cent. on this capital, there 
was left an amount of profit equal to 11.6 per cent. on the trade of 
£31,514,634. The usual dividend declared on trade was 10 per cent. 
Of the balance of profit, £32,651 was given to educational purposes, or 
about equal to the combined income from endowment of Amherst and 
Williams colleges, and £10,156 was applied for charitable purposes. 

While it may be said that most of the strictly independent “ produc- 
tive” codperative societies either fail or lapse into joint stock companies 





310 JOURNAL OF POLITICAL ECONOMY. 


with a widely scattered body of wage earners as stockholders, there is 
undoubted success in the manufacturing enterprises managed by the 
stores, 7. ¢., by the consumers, who now are fully 15 per cent. of the 
population of Great Britain, and that not the most learned or 
wealthiest nor the very poorest. This may prove an antidote to 
socialism, or may give encouragement to those who believe that ulti- 
mately the whole body of consumers of a nation will be able to do 
what a rapidly growing portion of the wage earners are now 
accomplishing. 

In the report full details are given of seventy-three of the more or 
less independent “ productive” societies. Many of these, as has been 
said, are owned and controlled in large part by the stores, #. ¢., by the 
consumers. Of these seventy-three societies, there were twenty - nine 
that shared profits with the workers as follows: 

7 gave over 1 per cent. and under 3 per cent. on wages. 
5 more gave under 5 _ per cent. 
“cc 6.4 “cc 
8 “ 
8 “cc 
9 “ 
10 " 
10.8 “ 
I * oe. 2 

in all the manufacturing industries of the Scottish Wholesale, in 
which, however, only 14.1 per cent. as much capital (£42,362) is 
embarked as in the English Wholesale (£300,848), labor received a 
dividend of 3.8 per cent. in 1891. 

During the debate on the sweating system, Mr. Maxwell, of the 
Scottish Wholesale, gave the following interesting evidence, only one 
proof among many of the possibilities of productive codperation when 
managed by the general body of consumers. “A few years ago they 
[the Scottish Wholesale Society] found they had too much capital in 
their society and they wished to enter into production. The question 
arose as towhich industry they should enter into. Some were for 
undertaking industries sure to show a profit; others were inclined to 
think that, if codperation could do all that is claimed for it, the best 
thing to do would be to begin at the bottom, and try those industries 
it was said codperation would never reach. So they went through the 
whole list of industries and finally adopted one that stood among the 
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very lowest of them—that of shirt making They undertook it as a 
forlorn hope, but what has been the result? To-day they could make 
shirts of all descriptions, and sell them against the sweaters in every 
part of England and Scotland. Not a shirt was made out of their 
manufactory. They were made in comfortable work rooms, under 
sanitary conditions, the wages were 20 per cent. higher than those 
paid by the ordinary manufacturer, and in addition the work people 
got a share of the profits. They could sell their shirts to the New- 
castle branch of the English Wholesale Society, who sent them to the 
retail societies, who sold them to the wearers, and they all shared in 
the profit. Don’t tell the members of the Scottish Board that sweating 
is necessary.” Epwarp W. Bemis. 





Report of the Twenty-fifth Annual Trades Union Congress of Great 
Britain, held at Glasgow September 5-10, 1892, pp. 80. 
Manchester Codperative Printing Society, Limited. 


Report of Proceedings of the Twelfth Annual Convention of the 
American Federation of Labor, held at Philadelphia, December 
12—17, 1892. Concord Codperative Printing Co., Limited, 
New York. 


At the Twenty-fifth Annual Trades Union Congress of Great Britain 
495 delegates were present, representing 418 trades and 1,219,934 
different members. The largest number of trades ever before repre- 
sented was probably two years ago, at Liverpool, when there were 311, 
although, owing, it is said, to a decline in the numbers of some of the 
newer unions of unskilled labor, because of trade depression, the num- 
ber of members represented in 1892 was about 80,000 less than in 
1891. The growth has been great, in numbers and influence, since 
139 delegates, representing 530,000 members, met in Glasgow ten years 
ago. 

Nothing is more significant in recent economic history, in the opin- 
ion of the writer, than the drift toward a demand for greatly increased 
state activity. Such demand has now conquered the English trades 
unions, which have, until lately, been considered the strictest adherents 
to individual effort and self-help. There appears no loss of interest 
in trades unions, but a determination to use them for securing indus- 
trial changes at the ballot-box. 

The congress voted, 188 to 47, for seizure by the government of all 
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mine royalties, and vcted later for nationalization of mines and 
municipalization of minerals, as also for public artizans’ lodgings where 
necessary. Although nationalization of all land and capital was not 
carried, the vote for it was 128, as contrasted with 8 three years ago. 

The vote was 285 to 183 for a law securing eight hours a day of 
labor and forty-eight a week to all trades which did not petition against 
it, the so-called trade-exemption idea, and that for another law closing 
all stores at a certain hour. An international congress was ordered for 
May 1, 1893, to consider the eight-hour question. 

It was also voted to work for the use of a trades union label on 
union-made goods, and a stamp on all goods giving the name of the 
maker and place of manufacture. 

More factory inspectors, and those practically acquainted with trade 
conditions, instead of university men, as it seems is common now, 
were favored, as also the abolition of all sub-contracting on government 
contracts, and no public contracts at all, save on trades-union wages 
and rules, and on the eight-hour day. 

The inspection of all boilers and shipping, and licensing of all 
employés about them, were endorsed. 

To prepare the way for these sweeping changes, a wider suffrage, 
pay of all members of parliament and independent labor representa- 
tives therein, were approved. 

Compulsory arbitration, restriction of immigration and complete 
socialization of land and capital were about the only suggestions for 
increased sanitary activity that were not adopted unanimously or by 
large majorities. 

In marked contrast with the great demands for state activity by the 
English trades unionists is the action of the twentieth annual conven- 
tion of the American Federation of Labor in Philadelphia in Decem- 
ber last. The most advanced measure of the kind, and that not at all 
extreme, that was adopted, was in favor of government ownership of 
telegraphs and telephones, while similar ownership of “railroads and 
transportation” was rejected by a vote of very nearly three to one. 

Compulsory education, better enforcement of factory and immigra- 
tion laws, protection of trades-union labels by law, freedom to all to 
use patents subject to a fixed royalty or reward to the inventor and the 
substitution of day labor on public account for the contract system in 
government work were the only sanitary demands of the convention. 

Voluntary was preferred to compulsory arbitration because of the 
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lack as yet of sufficient organization and discipline among the work- 
ers. 

Naturally the use of the militia at Homestead and Buffalo, not 
simply to prevent injury to person and property, but to prevent all 
intercourse by the strikers with the non-union men, or an opportunity 
for a committee to come before the new men and attempt to dissuade 
them from taking the places of the strikers, led to much discussion, and 
the following resolutions and amendment were unanimously passed: 
“First, they [the state legislatures] shall create a Board of Commission- 
ers, to be elected by the people, consisting of as many members as 
there are congressional districts in the state. Each member shall be 
elected by the congressional district in which he resides. The said 
Board of Commissioners, after investigation of the difficulties, shall, in 
conjunction with the Governor, have sole power to call out the militia 
in the case of labor difficulties or strifes. Or, second, in cases of labor 
difficulties, it shall be unlawful for the Governor to call out the militia 
for the suppression of the same except upon a petition signed by at 
least one-fourth of the qualified voters of the county wherein the 
trouble may exist.” If neither of these things could be obtained, the 
trades unions should “refuse, under any circumstances, to permit any 
member to enlist in the national guard of any state, and that the mem- 
bers now enlisted be requested to withdraw as soon as they can law- 
fully do so.” 

An amendment was adopted as follows : 

“That the force necessary to the proper constitutional use of the 
militia lies in labor representation in the legislative and administrative 
departments of the respective states. Hence, we urge the working 
classes to see to it that members and friends of the working classes, 
and not the agents of monopoly, shall command the military and 
other departments of our state and national governments.” 

It was voted to accumulate money to assist one selectea trade 
after another to secure the eight-hour days Thirteen boycotts were 
indorsed, whereas hardly any were voted by name in the English Con- 
gress; although in both congresses there was full indorsement of wage- 
earners buying only union-made goods, or at least those whose condi- 
tions of manufacture, known by a label, or the name of the maker, are 
recognized as favorable to the worker. 

A symptom of the growing internationalism of labor was exhibited 
in the report of a donation of $500 last year by the Federation of 
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Labor to assist the German miners in their effort, as yet unsuccessful, 
for a nine - hour day. 

Not all the national an~ international trades unions, embracing 
fully 600,000 members, affiliated with the American Federation of 
Labor, seem to have been represented among the eighty-nine dele- 
gates, but a large majority were. The next convention will be held in 
Chicago in December, 1893. E. W. B. 





APPENDIX. 


PLAN OF TAX REFORM IN PRUSSIA. 


[Translated by R. M. BRECKENRIDGE, from the Bulletin de Statistique et de 
Législation Comparée, December, 1892.] 

Before changing the fiscal system of the state in any respect, it is 
necessary to improve the organization of personal taxes and make a 
trial of thte income tax law of June 24, 1891, which was passed for this 
purpose. The details of the results obtained from the first levy of this 
tax have already been stated elsewhere. The principal items only will 
be repeated here. 

For the fiscal year of 1892-93 the assessment estimates promised a 
return of 124,842,848 marks, 10,056,743 marks from corporations and 
114,786,105 from individuals. The estimates for the fiscal year 1891- 
92, based upon the discontinued monthly returns of the class tax and 
classified income tax, amounted to 79,558,827 marks. Deducting this 
sum from the 114,786,105 marks anticipated from personal taxes in 
1892-93, we have an income of 35,227,278 marks for the latter fiscal 
year. 

The explanations following show in what proportion this income is 
to be attributed to changes in the rates on the one hand, and on the 
other to a more rigorous assessment, and the growth of incomes. In 
consequence, both of increase in the number of classes and of an 
advance in the rate to 4 per cent. for incomes over 30,500 marks, in- 
comes over 8,ooo marks have given an added return which may be 
estimated at 8,963,780 marks. But incomes between goo and 8,000 
marks have been relieved to the amount of 4,925,833 marks; hence the 
net increase is only 4,037,947 marks. The reductions for rate payers 
with incomes of goo to 3,000 marks, secured by article 18 of the 
income tax laws, are not here noted. 

Deducting this sum of 4,037,947 marks from the gross increase of 
35,227,278 marks, we have 31,189,331 marks, the amount of the 
increase due either to natural growth of incomes or to improved meth- 
ods of tax assessment. 

315 
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The number of persons taxed was, in 


1892-93 : : - - 2,435,858 
1891-92 ° ° 7 1,997,638 


Increase for 1892-93 - 438,220 
The total amount of taxable incomes enjoyed by these persons 
was, in 


1892-93 55724,323,767 
1891-92 - - - - 4,273,703,217 


Increase for 1892-93 _1,450,620,550 

It is thus apparent that nearly 8 per cent. of the increase in per- 
sonal taxes is due, not to an elevation of the tax rate for the higher 
grades of the schedule, but has arisen rather from those incomes 
which have heretofore escaped assessment. Compared with the results 
for 1891-92, the new figures reveal an increase of one-fifth in the num- 
ber of rate payers and of one-fifth in the amount of taxable income. 

Only after several years of trial will the effects of the new law be 
fully apparent; but the resultsalready obtained permit the inference that 
the new distribution of taxes is the more equitable, and that the bene- 
fits expected have been realized. At the same time, these results show 
how necessary it was to institute a reform of the income tax. In de- 
manding this the State sought, not to increase its own resources, but to 
divide more equitably the burden of this tax; and such surpluses as 
arose were to be applied to the reduction of other contributions. The 
same motives also prompted the plan agreed upon with the Landtag 
for continuing the reform already begun in accordance with article 82 
of the income tax law. 

Thus the State having proposed to renounce the right to impose 
in its own behalf taxes upon agricultural land and urban real estate, 
and to assign the revenue thereof to the communes or communal asso- 
ciations, it has decreed that the increase secured from the income tax 
shall serve to facilitate this measure. 

By the exact terms of this promise made to the other provinces, the 
State might have turned over to the communes nothing more than a 
share in the land tax and building tax equal to the additional amounts 
annually derived from the income tax. Such proportion, in this case, 
would have been equivalent to about one-half of the product of the 
land and building tax. 

This solution, however, apparently very simple, would not have 
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been satisfactory, for it would have allowed the inconveniences of the 
old fiscal system to remain, while necessitating the maintenance and 
development on objective taxes or land; such arrangement would 
be hard to carry out in Prussia, and, in any case, would be no 
advance. It has been observed, moreover, that the inconveniences of 
direct taxes are due to the defective organization of the State impost 
upon incomes from land. 

In order to dispense with the annoyances caused by this system to 
the State as well as to the communes, the State would have to renounce 
completely the collection of the land tax and the taxes upon improved 
real estate and trade. 

The accomplishment of this reform requires a complete modifica- 
tion of the whole system of State and communal direct taxes; which 
change, because of the mutual interest of the State and communes, 
should be the object of one and the same measure. 

To obtain this result the Government proposes to the Landtag three 
bills providing for the following principal modifications : 

1. Renunciation by the State of the collection of taxes upon land 
income (real or objective taxes) in the form which they have heretofore 
assumed. 

2. Creation by the State of new resources designed to replace the 
taxes which it relinquishes 

3. Establishment of a complementary tax. 

4. Regulation of communal finances by means of a law governing 
communal taxes. 


These measures are complementary, their reciprocal dependence 
being such that the rejection of one of them will entirely destroy the 
harmony of the system proposed. 


I. Renunciation by the State of the Collection of Taxes upon Land. 


The question is not one of a new apportionment of State taxes 
between the State and the communes, but of the State’s formal renun- 
ciation of the collection of taxes upon land as State imposts. 

If the State were to go on apportioning among the communes forty 
million marks, or any other sum taken from its revenues, with the 
object of reducing communal burdens, none of the inconveniences pre- 
viously mentioned would disappear. Even if such were the case, the 
charges and difficulties incumbent upon the State in the collection of 
land, building and trade taxes would not be diminished. 
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The system might, indeed, temporarily lighten the burdens of the 
communes, but it would not improve the financial situation; besides, an 
equitable division among communes is much less easy to make than 
one among counties [ Xreise]. 

The division of State funds among the communes may be justified 
and may result in good when the question for the communes is the 
satisfaction of obligations incurred for the general interest. But 
this system of subsidy is anything but commendable from the fiscal 
point of view, and it in no way favors communal autonomy. 

Communal associations, and communes especially, in Prussia, have 
wide powers in whatever concerns local administration, and the fixing 
of charges to be undertaken for the communal interests. A necessary 
complement to these important rights is the power of the communes 
to assume responsibility for measures taken to regulate and support the 
communal budget. 

It would be very difficult, moreover, to divide funds in proportion 
to the real needs and respective situations of the several communes; 
for if the moneys were divided at random, such apportionments might 
be of no assistance to certain communes, while for others they would 
be absolutely superfluous. 

The communes ought to have full and entire power to establish 
for themselves sources of revenue adapted to the local conditions, and 
to use this revenue for their own needs under the proper responsibility 
of the communal authorities. This result can only be obtained by 
the State’s definitive renunciation of taxes upon real property; on this 
condition alone can the State tax system be systematically organized, 
communal imposts conveniently regulated, and the way prepared for a 
beneficial decentralization. 

Following are the taxes renounced by the State: 

(a). The tax upon land and upon buildings established by the law 
of May 21, 1861, and subsequent amendments thereof. 

(b). The taxes upon fixed industrial improvements, including the 
tax upon cultivation established by the law of June 24, 1891. 

(c). The taxes upon mines, except upon the working of iron mines. 
These taxes are assessed at 2 per cent. of the value of the gross product 
at time of sale. But mine working itself is not subjected to the tax. 

We have now to inquire whether the renunciation of these taxes 
by the State, admitted to be necessary to fiscal reform, may not be 
open to objections from other points of view. 
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I. In the first place, this important measure touches the general 
financiai interests of the State. 

The taxes upon land and upon urban real estate have always been 
justly regarded essential sources of the State’s revenue, but their 
abolition as State taxes is possible only on condition that the receipts 
obtained from them shall be replaced by equivalent resources. 

Moreover, the solidity of the State finances in nowise rests upon 
this form of tax. 

The land tax took a certain development at a time when, compared 
with landed property, other forms of capital and of production were 
less important factors of general wealth in Prussia. 

As long as these economic conditions continued, the direct tax 
system of the State had its natural basis in the collection of the land 
tax; the more so, as the personal tax system was then undeveloped. 
Since then, however, industry and commerce have been enormously 
extended, the power of transferable capital has considerably increased, 
and the situation is notably altered. This is well shown by the 
following table, which exhibits the proportions in which the land tax 
has contributed to the expenses of the Prussian State. 


1821-Marks 1851- Marks 1892-93- Marks 
Product of the land tax and the tax upon 


buildings 28,000,000 30,300,000 15,000,000 
Ordinary expenditures except expense of State 

undertakings 150,000,000 209,400,000 931,000,000 
Proportion between the product of the land per cent. per cent. per cent. 

taxes and expenses 18.7 14.5 8.0. 

On the other hand, the importance of personal taxes is constantly 
increasing. 

One of the principal advantages of land taxes arises from the fact 
that the product may be relied upon, with almost absolute certainty, 
not to fall short of the estimates; but long experience now permits so 
precise a calculation of the product of personal taxes that possible 
causes of diminution are exactly foreseen. And, besides, the collection 
of the estimated product is becoming more certain, because a con- 
stantly increasing share of the burden of personal taxes is falling 
upon those classes of the population in easiest circumstances. 

While in 1876, the class tax and classified income tax were calcu- 
lated to produce a total return of about 75% million marks (the class 
tax standing for 44% millions or about three-fifths of this amount), 
the estimates, for 1892-93, of the income tax upon individuals 
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amounted to 114,800,000 marks in round numbers, of which only 
32,800,000 marks, or less than three-tenths, were to be collected from 
persons with incomes less than 3,000 marks. 

If account is also taken of the income tax collected from corporations, 
there is obtained a sum of 120,000,000 marks in round numbers; and 
the collection of this sum is far more certain than was that of the class 
tax, which rested chiefly upon small incomes, and in 1821 yielded only 
19 millions, in 1851 only 23 millions of marks. 

Though in times past, the land taxes were often considered valu- 
able sources of revenue in case of war or pressing necessity, it must, 
however, be acknowledged that such could not be the case to day, for 
if the commercial and economic situation became unfavorable, the land 
taxes, as at present levied (unless the charges which encumber lands and 
improvements are taken into account), could not serve as the basis of 
an equitable distribution of fiscal charges. 

Our whole plan of reform, moreover, tends to adjust the tax system 
to present conditions, and there is every assurance that, far from being 
a cause of enfeeblement in the state finances, the adoption of the 
proposed measures for adjustment will tend, on the contrary, to con- 
solidate them. 

II. It should be said that in the old provinces, where the land tax 
was introduced in 1865, this impost, in consequence of transfers 
occurring in real estate, acquired, in fact if not in law, the character 
of a rent charge. 

But in the new territories, where this tax was not introduced until 
1876 and 1878 (Law of January 3, 1874), this character of rent charge 
(or identification of tax with income) is altogether unusual, and it 
would be incorrect to consider this character that the tax may have in 
certain parts of the kingdom, a sufficient reason to withdraw it from 
the scope of the reform. 

III. Nor, finally, should the State’s renunciation of the taxes 
upon land and buildings be opposed on the pretext that, when 
these taxes were established, indemnities were granted to persons 
enjoying privileges of exemption from former land taxes. These 
indemnities could not be claimed after the landed property has been 
transferred, otherwise than by inheritance, to third parties who would 
not have received them; and besides, such considerations are of an 
altogether secondary order when an admittedly necessary reform is in 
question. 
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IT. Substitution of New Resources for the Taxes upon Land. 


In abandoning the right of laying land taxes, the State relinquishes 
the following receipts : 


Marks. 
Tax upon agricultural land 39,907,000 


Tax upon improved real estate - 38,086,000 
Tax upon fixed industrial improvements 19,811,000 
Tax upon mines : : - - - 6,926,000 


Total - - - - 101,730,000 

The round numbers for the land and building taxes and the tax 
upon mines are those of the budget estimates for 1892-93; for trade 
taxes, those of the estimates made in accordance with article 81 of the 
industrial imposts law of June 24, 1891. 

The resources destined to cover the deficit caused by the state’s 
renunciation of these taxes are as follows: 

1. By virtue of article 82 of the income tax law, all sums over 
eighty million marks collected as income tax. 

The estimated product of this tax for 1892-93 was 124,842,848 
marks. 

Heretofore the returns from the old income tax and class tax were cal- 
culated to fall 3 per cent. short of the estimates. At present, with the new 
income tax and by reason of numerous claims of rate payers, this shortage 
may be reckoned at 4 percent., so that in round numbers the product of 
the income tax can be estimated at 120,000,000 marks; that is, the 80,- 
000,000 marks already mentioned and a surplus of 40,000,000. For 
some time, at least until April 1, 1895, the date on which all the laws 
for the reorganization of the finances are to take effect, it will be expe- 
dient not to increase this estimate. 

2. The customs duties upon agricultural products, which were here- 
tofore apportioned to the counties [Xreise] in accordance with the law 
of May 14, 1885. 

These apportionments amounted 

in 1888-89 to 29,585,2§5 marks 
1889-90 “ 47,364,921 “ 
1890-91 “ 47,251,622 “ 
1891-92 “ 57,035,130 “ 

Fhis last amount should be considered as altogether abnormal. Its 
greatness is due to poor harvests during that fiscal year, a circumstance 
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which caused an increase of 22,800,000 metric quintals in the imports 
of cereals over those of the preceding period. And as, on the other 
hand, the reductions in duties introduced Feb. 1, 1892, may be cal- 
culated at 30 per cent. for cereals, it would be unsafe to estimate the 
average annual sum to be obtained from withdrawing the allotments 
formerly granted to the several counties, at more than 24,000,000 marks. 
3. The state’s:relinquishment of the collection of taxes upon landed 
incomes will not permit appreciable economies, for, until further notice, 
the service for the assessment and collection of the taxes upon 
lands, buildings and trade will be conducted at the state’s expense. 
But it is estimated that economies of 1,600,000 and of 150,000 marks, 
for the income and trade taxes respectively, will be possible in the com- 
munal share of the expenses for the service of assessment. 
Additional economies will be effected in the expenses of collection, 
as follows : aor 
Tax upon agricultural lands - 240,000 
« “ urban real estate - 600,000 
« © trade - - - 350,000 


Total - - - 1,190,000 
The situation may be summarized thus: 
Marks. 


Estimated deficit caused by the state’s relinquishment of 
tax levies upon landed incomes 101,730,000 


Deducting the resources provided to cover 
this deficit, to wit: 


1. Surplus of the income tax 


2. Gains arising from the repeal of the law of 
May 14, 1885 
3. Abolition of communal expenses in the 


150,000 
1,190,000 66,940,000 





Leaving a sum of 34,790,000 
or, in round numbers. ., 35,000,000 


which will have to be supplied from other resources. 
ITI. The Complementary Tax. 
Aside from all considerations of budgetary equilibrium and fot 
reasons quite independent of this question a further modification in 
the system of state taxes is proposed. 
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Of the direct taxes, that upon income will be the principal resource 
of the state, but it ought to be capable of increase even beyond the 
estimates, by means of a complementary tax. 

This provision of the law has not seemed entirely just, for income 
arising from labor is subject to conditions from which other sources of 
income are exempt: income from labor, in short, implies continuity of 
the laborer’s effective existence and the permanence of his capacity to 
work. Under these conditions every person naturally endeavors to 
save in order to assure the existence of relatives or children in case 
of his own death, or of the diminution or definitive impairment of his 
ability to labor. Persons with other sources of income either have less 
of these cares or none at all; they can, therefore, spare a more con- 
siderable part of their income to satisfy the demands of the impost. 

The Upper House, by the resolution of May 12, 1891, have also 
expressed the opinion that a distinction should be made between incomes 
gained by labor and those arising from properties already realized. 

There can be no question of reducing the taxes at present levied 
upon the least burdened classes : it is well known that, by the law of June 
24, 1891, these classes, and even incomes up to 8,ooo marks, are not 
only subjected to rates proportionally lighter, but also enjoy certain 
advantages and moderations not accorded to the higher classes. If 
these advantages have not yet been fully realized, it is because of the 
impossibility heretofore experienced, of accurately basing the tax assess- 
ment upon the real value of incomes. 

Examination of the accepted estimates for the fiscal year 1892-93 
shows that the tax ought to yield a surplus over the former assessment. 

Marks. PE. 

For incomes of goo-—3,o00 marks of 1,765,889 25 
os * ** 3,000-— 6,000 <« © 2,632,264 00 
” - ** 6,000 - 8,000 ° “«  §27,680 00 


Or a total of - - - 4,925,833 25 

But by article 18 of the income tax law, 154,566 rate payers of these 
classes are exempted from the tax and 543,308 have their payments 
reduced. These exemptions or reductions amount to 3,456,138 marks, 
or about 10.53 per cent. of the total (32,835,099 marks) tax levied 
upon incomes between goo and 3,000 marks. 

As the average income tax levied by the state does not exceed 
2.01 per cent., there can be no thought of lowering the rate of this tax. 
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The only other practical means, therefore, for dividing more equi- 
tably the extra burdens laid upon rate payers, is the creation of a new 
and independent tax upon property [ Vermdgenssteuer], established upon 
the following principles : 

1. All individuals subjected to the income tax shall be subjected 
to this tax. 

2. The tax shall be levied only upon productive capital, real prop- 
erty, and fixed and working capital employed in industry, furniture 
excepted. 

3. Persons whose taxable property does not exceed 6,000 marks 
and persons whose taxable income does not exceed goo marks, provided 
their taxable property does not exceed 16,000 marks, shall be exempted 
from the tax. 

Exceptions shall be made in favor of widows, orphans and persons 
incapacitated for work. 

Taxes upon property may aim at different ends and produce the 
most diverse effects. Such a tax might so affect properties that a 
marked decrease of capital would follow. 

A tax of this sort was introduced in Prussia by the edict of Mav 24, 
1812, because of the extraordinary expenses imposed upon the country 
by war. The tax was one of three per cent., payable upon the whole 
of individual property. The notorious failure of this fiscal measure 
arose both from the extraordinary rate adopted and from the economic 
exhaustion of a land which had been obliged to meet enormous war 
contributions. 

Attempts to introduce taxes of this nature have hardly met with 
more success in the United States. 

A progressive tax upon property beginning at the rate of 1% per 
mille has lately been introduced in Holland to replace the income tax, 
but the experiment is too recent to be properly judged. 

A tax upon property also exists in most of the Swiss cantons; in 
some, as in the canton of Basel, it acts side by side with a general 
income tax; in other cantons it is accompanied by nothing but a tax 
upon the income of labor, and, again, in others it is the only tax. 

But in all these examples, in contrast to that proposed for Prussia, 
this tax exhibits the trait of predominance. 

The establishment of a tax upon property has often been consid- 
ered the first step towards confiscation of fortunes. This reproach 
cannot be urged against the Prussian project, for the confiscatory 
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character which a tax may assume is not at all due to the form of 
contribution demanded, but to the relative amount of this contri- 
bution. In this respect an income tax may as easily become the 
equivalent of a confiscatory measure. But at the moderate rate of 
one-half per mille the tax upon property cannot be considered 
dangerous. 

Besides, it should be remembered that under the present circum- 
stances this tax is designed solely to facilitate the attainment of the end 
proposed in introducing the fiscal reform. 

It is a necessary complement of the income tax for three 
reasons : 

1. It reaches (allowance being made for debts) those properties 
in unencumbered and productive capital which survive both the owners’ 
ability to work and the owners themselves. 

2. It reaches certain property which the income tax could not 
touch, for arate payer can acquire property which produces no income 
and yet is an addition to his wealth. 

3. Finally, the complementary tax ought not to be made merely 
ameans for exactly meeting the deficit caused by the State’s relin- 
quishment of taxes upon landed incomes, but it should also consti- 
tute a regular source of revenue for the government finances. 

Its character as a complementary tax implies that it should give a 
smaller return than the principal tax. And so the estimated product 
of the complementary tax for the fiscal year 1892-3, fixed at 35,000,- 
ooo marks, amounts to but 28 per cent. of 120,000,000 marks, the 
estimated product of the income tax for the same period. And, 
moreover, the law prescribes reduction of the tax rate in case the 
amount collected should exceed the estimate. 

This tax, furthermore, can vary only within certain limits; and 
if the average rate of return upon capital is assumed to be four per 
cent., the property tax rate will be a charge of but 1% per cent. 
upon the income; this rate added to that of four per cent. levied upon 
the largest incomes gives a maximum total of 5% per cent. for all 
the direct taxes collected by the State upon incomes derived from 
property. 

Compared with corresponding rates of the preceding and analogous 
taxes, these rates are not at all excessive, and the former bore far 
more heavily upon landed property. It is true that, according to the 
hew law of June 24, 1891, the charges of the trade tax remain nearly 
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as they were. But the burdens caused by the tax upon property will 
be oftenest compensated by the reduction of the additional taxes levied 
by the communes. 
IV. Regulation of Communal Finances. 
The State’s renunciation of the collection of taxes upon income 
from land will permit the organization of communal finances upon a 
new basis. 


The principle of this organization is the reservation to the com- 
munes of the privilege of levying direct taxes upon landed and 
industrial property for their own account. 

This assignment of new resources to the communes will necessitate 
the promulgation of a special law upon communal finances, for, aside 
from the provisions of the act of July 27, 1885, there exists no financial 
legislation in Prussia properly termed communal. 


A general law which, however, is to respect as far as possible the 
autonomy of the communes, is necessary in order to prevent certain 
abuses, to wit: 

1. Incase the levy of direct taxes would not be the commune’s 
best means of obtaining new resources, or, indeed, in case there should 
be no reason to levy these taxes, the other resources of the communes 
being judged sufficient. 

2. In case excessive levies oppress those sources of revenue which 
should be primarily reserved for the State. 

3. In case of a defective distribution of burdens among the 
various imposts left at the disposal of the commune. 

4. In case of disproportional increases of burdens. 

In the first and fourth cases the intervention of the law will be 
necessary in order to remind the communes that the direct tax should 
be only a subsidiary support and only to the amoumt by which 
income from communal property fails to meet the communal obliga- 
tions. 

In the second case the law will make a distinction, not drawn at 
present, between the fiscal domains of the state and of the communes. 
The following table, part of the documents collected for the prepara- 
tion of the law upon communal finances, shows the necessity of 
this distinction, by exhibiting the distribution in 1891-2 of the 
total resources of the 205 towns in the Empire of over 10,000 in- 
habitants : 
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Marks 
Total REGS... cccccecccccccecoceccessece (scsedeneteweses 127,904,601 
Local Taxes : 13,827,900 
1,273,029 
Special Real Taxes ( Land ) 30,131,379 
Special Personal Taxes 
Indirect Communal Taxes 5,984,181 


Remainder... 97;773:222 


The remainder was composed of additional communal taxes over 
and above the direct taxes of the State, and also of special communal 
taxes upon income, which were really nothing but additions to the 
State income tax. 

For the third case it is necessary to supply the absence of precise 
experimental data as to the distribution of burdens among the different 
taxes, especially between personal and real taxes. 

By allowing them large discretion in deciding upon additional 
taxes, the existing laws have heretofore left the responsibility of this 
division almost entirely to the competent authorities, the proportions 
of the taxes not being fixed except in a theoretical manner. This 
explains the possibility of such a spectacle as has been seen in certain 
communes of the Arnsberg district, of the additional income tax 
amounting to 300 per cent., and even 400 per cent., of the principal 
tax. 

In order to place the organization of communal finances upon a 
better basis, the law is to rest upon the following principles : 

1. Restrain as far as possible communal expenses which must be 
met by the levy of direct taxes, and even recommend, whenever the 
imperial laws do not forbid, the development of indirect taxes. 

2. In the levy of direct taxes, choose real taxes rather than others, 
and appreciably reduce additional taxes upon incomes. 

3. Regularly apply the funds arising from real taxes (land) to the 
payment of those communal expenses the results of which especially 
benefit landed and industrial property. 

4. Permit the communes, with the view of increasing their land 
tax resources, to establish special taxes upon landed estates and 
industrial property situate within their jurisdiction. 

5. Grant to the communes the power to replace the communal 
income tax by communal taxes (upon house-rent and dwellings), but 
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forbid the collection of communal income taxes otherwise than as 
additions to the State income tax. 

6. The reciprocal dependence of the financial organization of 
communes, districts and provinces necessitates, for the purpose of 
the provisions of the proposed reform, the simultaneous modification 
of the several legal prescriptions concerning these organizations. 
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